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Glossary of Industry Terms (inside back cover) 


In this Report all operating statistics for Union 
Gas are stated in the International System of 
Units (Sl). To assist readers who wish to con- 
vert the metric units to the traditional system 
of units, the following simplified and approxi- 
mate conversion factors are provided: 


To traditional Multiply 
To convert equivalent by 
Thousand cubic Thousand cubic 
metres (102m?) feet (Mcf) 3530 
Million Cubic Million Cubic 
metres (10&m?) feet (MMcf) 35.30 
Billion cubic Billion Cubic 
metres (109m?) feet (Bcf) 35.30 
Gigajoules (GJ) Million Btus 
(MMBtu) 0.95 
Cubic metre(m°) — Barrels (Bbls) 6.30 
Kilowatts (kW) Horsepower (H.P.) 1.34 
Kilometres (km) Miles 0.62 
Millimetres (mm) Inches 0.04 
Hectares (ha) Acres E50 


Annual Meeting 


The Annual Meeting of Shareholders will be 
held at the Head Office of the Company, 50 
Keil Drive North, Chatham, Ontario, on Friday, 
June 18, 1982 at 11 o'clock a.m. (Eastern 
Daylight Time). While shareholders are en- 
couraged to attend the meeting, it is important 
that those who are unable to attend should 
sign and return the proxy which was mailed 


earlier. 


Comparative Highlights 


Year ended March 31 


1982 1981 

Operations ($000’s) 
Operating revenues $1,017,287 $827,103 
Funds provided from operations 69,465 73,918 
Income from continuing operations CISMTAS Ee 30,605 
Loss from discontinued business 2,049 eae 
Total income before extraordinary item pi Oo, 44 >i29,G935 
Common Share Statistics 
Weighted average number of common 

shares outstanding 26,458,018 19,849,443 
Per share data: 
Funds provided from operations $2.63 S372 
Earnings from continuing operations 1.06 1AatG 
Loss from discontinued businesses (.08) (.06) 
Basic earnings (before extraordinary item) .98 1.10 
Dividends declared (indicated annual rate) .80 .80 
Marketing 
Total customers at year end 476,228 463,702 
Natural gas sales (million cubic metres) 7 043 6 957 
Western Canada Resource Operations 

(Precambrian) 
Reserves at December 31, 1981 

Oil (barrels) Sr 11000 

Gas (billion cubic feet) 241.0 
Capital Expenditures ($000’s) 
Utility properties Siwif6.220 ® 55;830 
Western Canada resource operations 9,937 27,858 
Total Assets ($000’s) Slee a) BS $995,817 


W 


Union Gas has been serving natural gas customers in South- 
western Ontario since 1911. It is Canada’s second largest 
distributor, with over 476,000 customers and sales volumes of 
7.0 billion cubic metres in the fiscal year ended March 31, 1982. 
In addition, Union has extensive underground storage facilities 
and a transmission system which is an integral component in the 
delivery of Western Canada gas. Storage and transmission 
service for other utilities and pipeline companies provides signif- 
icant income. 

Resource operations in Western Canada continue to expand. 

In fiscal 1982 Union acquired a 61.2% equity position in Pre- 
cambrian Shield Resources Limited of Calgary, the former man- 
ager of the Company’s Western Canadian resource properties. 
As well, it continues to hold a 13.7% equity interest in Numac Oil 
& Gas Ltd. of Edmonton, acquired in fiscal 1981. 


Union’s shareholder records indicate that the holders of 97% of 
its common shares have Canadian addresses. 


Expansion of Union’s transmis- 
sion facilities in fiscal 1982 includ- 
ed 13.6 kilometres of looping on 
the primary transmission system 
(the Dawn-Trafalgar Line) at a 
cost of $13.2 million. Additional 
looping is planned to meet in- 
creasing demand for transporta- 
tion and related storage service. 
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To the Shareholders 


Drilling rig interior from above. 

Union’s involvement in Western 
Canada resource operations con- 
tinued to expand during the year. 
Effective December 1, 1981 the 
Company became the controlling 
shareholder of Precambrian 
Shield Resources Limited of Cal- 
gary. Precambrian plans an active 
drilling program throughout 1982 
both in Canada and the United 
States. 


The three most significant items in the Union Gas record for the 1982 fiscal year and its 
immediate aftermath were the continued strong performance of the utility element of the 
Company during a period of economic recession; the conclusion of arrangements under 
which Precambrian Shield Resources Limited became a subsidiary of Union Gas and the 
main vehicle for Union's resource investment program; and the resolution of the Major 
Holdings situation. 

Earnings from continuing operations were $1.06 per common share for the fiscal year 
ended March 31, 1982, a decline of 10¢ per share from fiscal 1981. 

Income before an extraordinary item was $33.7 million compared with $29.4 million in 
the preceding year, an increase of 14.6%. The weighted average number of common 
shares outstanding in fiscal 1982 was 26,458,018 compared with 19,849,443 in 1981, an 
increase of 33%. 

For the first time in its history, the Company exceeded the billion dollar mark in both 
assets and revenues in the 1982 fiscal year. 

Union Gas announced on May 21, 1982, that Major Holdings & Developments Limited, 
had reached agreement in principle to dispose of its land development operations effec- 
tive March 31, 1982. Residual holdings, consisting of ten residential, industrial and com- 
mercial income producing properties, will be disposed of in an orderly fashion. 

This action was necessitated by the severe downturn in the real estate markets and 
near term prospects for those markets. The land development operations and commit- 
ments under the various development agreements will be completed by the new owners. 

The discontinuance of the land development business and the resolution to proceed to 
dispose of the rental income properties is recorded as an extraordinary loss of $17.0 mil- 
lion, or 64 per common share. Resulting net income attributable to common shares for 
fiscal 1982 was $9.0 million or 34€ per common share. 

While withdrawal from the land development business creates a significant one-time 
charge, it essentially removes a problem which had been costly to the Company, both 
from a financial and an administrative point of view, and eliminates a long-standing cause 
of concern among shareholders and within the investment community in general. 

In addition, earnings from continuing operations of $1.06 per common share are, in 
part, offset by an operating loss of 8¢ per share attributable to Major Holdings in the 
period up to December 31, 1981. As a result, earnings before deduction of the extraordi- 
nary item were 98¢ per share, compared with net earnings of $1.10 per common share in 
fiscal 1981. 

Gas sales volumes reached a new record level of 7 043 million cubic metres, a 1.2% 
increase over those for the preceding year. Weather was a major factor with tempera- 
tures on the average 6% colder than normal and 1.6% lower than in fiscal 1981. On the 
other hand, a number of plant shutdowns and a prolonged strike at Stelco Inc., Union’s 
largest customer, had a substantial negative effect. 

With new construction close to a standstill, growth in sales and in the number of cus- 
tomers has been primarily due to conversions to natural gas by former oil users. The 
Canadian Oil Substitution Program, which is part of the Federal Government’s National 
Energy Program, has assisted both in arousing public awareness of the need to convert 
away from oil and in providing financial incentives for conversion. However, with a de- 
cline in world oil prices recently, there has been concern that the public will again be- 
come complacent about the need to reduce Canadian reliance on oil imports. The 
Company believes that world oil price and supply remain unpredictable and unreliable. 
Any temporary relief in world prices should not be allowed to undermine Canadians’ 
long-term goal of energy self sufficiency. 


Ralph M. Barford, Chairman of 
the Board (seated) and 

W. Darcy McKeough, President 
and Chief Executive Officer 


The Company was successful in its application to the 
Ontario Energy Board for recovery of premium costs of the 
synthetic natural gas being purchased from Petrosar Limited 
of Sarnia. The Energy Board decision issued December 24, 
1981, permits the Company to recover the net amount of pre- 
mium costs accumulated to October 31, 1981. These costs 
are to be recovered through customer rates over four years. 
Under the OEB decision, premium costs arising Subsequent 
to October 31, 1981, are to be dealt with annually by the En- 
ergy Board. 

Of particular importance was the Board’s conclusion that 
Union did not act imprudently in contracting for the SNG 
supply in 1974. The decision on the Petrosar SNG matter 
reduces the element of uncertainty which had been a major 
concern. 

As aregulated industry, the natural gas distribution busi- 
ness in Ontario is extremely sensitive to both the timing and 
the substance of decisions arrived at by the regulatory au- 
thority, the Ontario Energy Board. As shareholders are 
aware, there has been concern in recent years that the regu- 
latory system, which was fashioned in times of stable or slow- 
ly changing prices and other conditions, was not well adapted 
to the volatile energy environment of the 1970's and 1980's. 
Recently, and in particular during the past year, the Ontario 
Energy Board has taken the lead in improving administrative 
aspects and in the scheduling of regulatory proceedings. With the co-operation of the 
regulated companies and of the intervenors and others concerned with the process, it ap- 
pears that the system may be able to deal with regulatory matters on a more current basis 
than in the past, to the benefit of the consumers, the public interest and the regulated 
companies themselves. 

The Ontario Energy Board issued its decision on Union’s application for its fiscal 1983 
rate treatment eight days after the commencement of the fiscal year. By way of compari- 
son, the decision in the Company’s previous rate case covering fiscal 1982 was issued 
more than five months after the commencement of the fiscal year. 

Results of the Company’s resource investment are dealt with in detail elsewhere in this 
report. The main vehicle for Union’s activity in the resource exploration and development 
field is Precambrian Shield Resources Limited. During the fiscal year, arrangements were 
concluded under which Union became the controlling shareholder of Precambrian with 
an initial holding of 61.2% of the common shares of that company. The President of 
Union Gas Limited, W. Darcy McKeough, and Paul F. Little, Vice-President, Corporate 
Finance and Development of Union, were elected to the Board of Directors of Pre- 
cambrian. Precambrian’s previously held interests, combined with most of Union's direct- 
ly held resource interests in Western Canada and the U.S., constitute a Sound base for 
growth. The Company is in an ideal position to take advantage of opportunities which 
arise for Canadian companies as a result of government policies. 

During the 1982 fiscal year, capital expenditures amounted to a record $76.2 million in 
the utility operations; this compares with $55.8 million in the preceding year and reflects 
both the expansion and modernization of existing facilities and the provision of new ser- 
vices to a rapidly expanding customer base. 

The Company continued to strengthen its capital structure. In October 1981, Union 
Gas entered a syndicated loan agreement with ten international banks, providing a princi- 
pal amount of up to $50 million (U.S.) due in April 1988. In November the Company 
raised, by private placement, $30 million of Sinking Fund Debentures, maturing Novem- 


ber 30, 1996 at an interest rate of 17.5%. The effect of these financings is to provide the 
Company with a stronger balance sheet. 

In last year’s annual report, three corporate goals were stated. They were as follows: 
— Toserve our customers in a safe, reliable and efficient manner at the lowest practicable 

cost. 

— To provide a fair and growing return for our shareholders at a level which will attract, 

at a reasonable cost, the capital needed to optimize our utility potential and allow for 

diversification in non-regulated investments with a higher return. 

— To provide challenging and rewarding job opportunities for our employees at equitable 
remuneration. 

While general economic conditions obviously impeded pursuit of the second objective, 
all three remain focuses for the activity of management. 

The Company’s prospects are, in the view of the Directors, enhanced by the reorgani- 
zation of its resource holdings through Precambrian Shield Resources Limited and by the 
discontinuation of operation of Major Holdings & Developments Limited. The timing of 
economic recovery is difficult to predict but, when it does come, Union is well positioned 
to benefit from increased industrial activity and from the resumption of construction to 
meet the backlog of housing needs. Natural gas Is, and will continue to be, a strong com- 
petitor in the energy marketplace. 

Union Gas is fortunate to be among the most stable of employers in spite of unfavoura- 
ble general economic conditions and high unemployment in many parts of the area the 
Company serves. The employees in turn have continued their high level of service to the 
Company and the public. The Directors, on behalf of the shareholders, express their ap- 
preciation. Regular meetings between labour union representatives and senior company 
management were instituted during the year and are providing an excellent sounding 
board for concerns arising on either side. During the year, the Stock Savings Investment 
Plan was revised and made available to all employees. More than 800 have joined the 
Plan. 

John B. Cronyn, a director since 1973, resigned from the Board during the year. He 
was avery active member of the Board and contributed greatly to its deliberations. A 
former director, Colin Glassco, of Hamilton, died during the year. Mr Glassco had been 
a director of Union Gas from 1971 until 1974. 

The names of two proposed new directors, J. Trevor Eyton, Q.C., President and Chief 
Executive Officer of Brascan Limited and Robert A. Dunford, President of GLN Invest- 
ments Limited and Senior Vice-President of Brascan Limited will be placed in nomination 
for election to the Board of Directors at the Annual Meeting. 


On behalf of the Board of Directors. 


ie tenes 


President and Chief Executive Officer 
Chatham, Ontario, Canada, May 25, 1982. 


Financial Goals 


Strategy 


Review of Financial Objectives and Strategy 


The 1981 Annual Report outlined five financial 
goals in support of the Company’s overriding 
objective, which is to increase substantially the 
level of earnings, earnings growth and asset 


The prime financial goals of the Company con- 
tinue to be: 

1. Achieve an inflation-adjusted real return 
on average common equity of at least 5% by 
the end of fiscal 1983. 

2. Achieve combined earnings and asset 
value growth of 5% per year in real terms. 

3. Achieve the following contributions to 
Corporate earnings after tax: 

by 1985 — Utility 75%; Non-Utility 25%; 

by 1990 — Utility 50%; Non-Utility 50%. 

4. Make non-utility operations self finance- 
able by 1985. 

5. Improve financial capacity by significantly 
reducing short-term debt and increasing com- 
mon equity component. 


The Strategy Considerations as set out in the 
1981 Annual Report were: 

1. The first priority will continue to be to im- 
prove the effectiveness of the utility operation. 

2. Aggressive expansion of Western Canada 
energy interests with emphasis on production 
and cash flow in the intermediate term. 

3. Diversification into other unregulated 
fields. 


Progress was made in the year in both of the 
first two strategic areas. 1982 was a period of 
significant improvement in the utility operation, 
with the acceptance by the regulatory authority 
of the future test year concept. As at the year 
end, regulatory timing had been appreciably 
improved from the situation only a year ago. In 
addition, the Petrosar problem was substantial- 
ly ameliorated and an improved return on equi- 
ty was gained in the most recent rate decision 


value growth. At the same time, certain strate- 
gic considerations for attaining these goals 
were addressed. 


Progress was made towards the first objective, 
which stands as a goal to be achieved by the 
end of fiscal 1983. The second objective was 
not met in fiscal 1982 and in fact there were de- 
clines. 

The third goal continues to be viable for the 
intermediate term. 

The fourth goal also continues to be a viable 
and desirable objective. 

Considerable progress was made towards 
the fifth objective during 1982 if the extraordi- 
nary write-off, which had a direct impact on 
equity is not considered. Short-term debt levels 
were reduced in 1982 for the second succes- 
sive year. 


of April 8, 1982. Good progress was made on 
the upgrading of staffing and management pro- 
cesses within the regulatory department. 

In the second strategic area, an aggressive 
Change in direction and expansion took place 
in the Company’s resource operations during 
1982. The Precambrian transaction represents 
a significant move to an active, growing pres- 
ence in the resource field as opposed to the 
historic joint-venture investment programs. 

Addressing the third area, through the 
Precambrian transaction Union has gained ex- 
posure to non-Canadian energy investment. 
Further diversification moves did not take place 
in fiscal 1982 and are not likely to in the near fu- 
ture. The year was a period of consolidation of 
the base businesses. 


Financial Overview 


Earnings per common share 
(before extraordinary item) 
Dividends declared sass 


73 74 75 76 77 78 79 80 81 82 


Earnings from continuing operations were 
$1.06 per common share for fiscal 1982, a de- 
cline of 10¢ per share compared with 1981. 

The Company has equity accounted for 
Major Holdings up to December 31, 1981, at 
which time a loss from the discontinued realty 
operation of 8¢ per share (6C in 1981) was ex- 
perienced (net of inter-company transactions). 
The loss on disposal of the realty segment 
represents a one time charge on the Compa- 
ny’s withdrawal from the real estate market. 
Management considers this provision not to be 
typical of normal business activities and not a 
recurring factor in any evaluation of the ordi- 
nary operations of the enterprise. This repre- 
sents an extraordinary loss to the Company of 
64¢ per share in 1982. 

Gas sales volumes increased by 1.2% over 
1981. This was achieved by the connection of 


new customers, with an accelerating number of 
conversions from oil, and colder weather than 
in the 1981 year. Offsetting factors were a pro- 
longed steel industry strike and continuing con- 
servation. Gas sales revenue rose to $961.4 
million, while cost of gas sold increased by 
$159.1 million to $786.7 million. 

Interest costs continued to rise due to an in- 
crease in long-term borrowings and high inter- 
est rates. Short-term interest rates were volatile 
and peaked at a prime bank rate of 22.75% in 
August 1981. 

Effective January 1, 1982 the policy of capi- 
talizing interest related to financing of the West- 
ern Canada resource properties ceased. Had 
this policy been continued until March 31, 
1982, earnings would have been higher by ap- 
proximately 5€ per share. 


Financial Position 


Capital structure 

Common stock and surplus a 
Preferred stock @ 

Debt 

$ millions 


625 
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During December 1981 the Company complet- 
ed the sale to Precambrian Shield Resources 
Limited of most of its western Canadian oil, gas 
and coal properties in exchange for approxi- 
mately 61% of the common shares of Precam- 
brian. Union agreed to provide $68.5 million in 
working capital to Precambrian over the next 

3 years with $16 million having been advanced 
to date. 

The December 1981 decision of the Ontario 
Energy Board authorizing recovery of the 
accumulated Petrosar synthetic natural gas 
premium; the continuing export sale to Trans- 
continental Gas Pipe Line Corporation; and en- 
ergy exchange agreements with Petrosar have 
removed much uncertainty related to the treat- 
ment of the premium costs, as well as providing 
additional cash flow. 

On October 27, 1981 Union announced that 
ithad entered into a syndicated loan agreement 
with ten international banks. The loan agree- 
ment provides for a principal amount of up to 


$50 million (U.S.) due in April 1988 and the 
interest rate is based on a spread over the 
London Interbank Offered Rate (LIBOR). 

On November 26, 1981 the Company com- 
pleted the private placement of $30 million 
Sinking Fund Debentures, 1981 Series. The de- 
bentures mature on November 30, 1996 and 
have an interest rate of 17.5%. This debenture 
issue is considered part of the Company’s 
financing requirements for the 1983 utility 
capital budget. 

In view of anticipated capital expenditure re- 
quirements and the increased investment in 
working capital due to gas cost increases it is 
considered important to increase the Compa- 
ny’s permanent capital base to mitigate the lev- 
el of short-term debt. The Company intends to 
continue working towards increasing the equity 
component in the capital structure. However, 
the equity capital markets have been difficult 
since mid-1981, with investors not generally at- 
tracted to new common share issues. 


Capital Structure (thousands of dollars) % of % of 
1982 total 1981 total 

Long-term debt $388,504 53.9 $292,560 45.7 
Preference shares 91,650 12.7 95,671 1520 
Common equity 241,038 BoA ZOIRZOS 39.3 
$721,192 100.0 $639,494 100.0 
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Discontinued 
Business 


As noted earlier in this Report, the Company 
has discontinued the realty operation formerly 
carried on by Major Holdings & Developments 
Limited. 

Following a prior business association with 
Major, Union had acquired an equity interest in 
that company which, as a result of an offer to 
Major’s shareholders in 1976 and further 
subsequent purchases, had reached 99.7%. 
While a positive contribution to earnings was 
achieved in the years 1976 to 1979, beginning 
in fiscal 1980 the operations of Major became 
unprofitable. 

In spite of steps taken to reduce all controlla- 
ble costs and to change the emphasis of its op- 
erations, Major’s results for fiscal 1981 suffered 


from a slump in the real estate industry and 
high interest costs. During fiscal 1982 these 
conditions worsened, with the result that Major 
became unable to meet its obligations and the 
Company decided to discontinue the realty op- 
eration. 

Union provided certain interim financing to 
Major while evaluating various Courses of ac- 
tion and exploring a number of alternatives. 
However, it became apparent that the situation 
was irreversible and that Union could not justify 
further support with the result that the Compa- 
ny ceased its funding of the operation. The ef- 
fect of the discontinuance on the fiscal 1982 
earnings of Union has been noted above. 


Return on Investment 


After reflection of the extraordinary loss the 
Company’s return on investment of common 
equity in fiscal 1982 was 4.0%. 

The Ontario Energy Board regulates the util- 
ity earnings of the Company on the basis of a 
return on rate base for a test year period. Re- 
turn for this purpose is annual utility operating 
income less income tax. Rate base is com- 
posed of the investment in utility plant (less ac- 
Cumulated depreciation and related deferred 
income taxes) and working capital, a large 
component of which is gas in inventory. 

In its determination, the Energy Board ap- 
plies cost rates to each component of the utility 
capital structure; debentures, short-term bor- 


rowings, preference shares and common 
equity. 

In a decision dated September 14, 1981, a 
determination was made by the Energy Board 
of a fair and reasonable rate of return on rate 
base for the 1982 test year period. This was 
found to be 11.86% after tax, including a return 
on the utility common equity component of 
15.1%. For the 1982 fiscal year the company 
calculates the actual return to be 11.8%, com- 
pared with 10.7% for fiscal 1981. In a decision 
dated April 8, 1982 the Energy Board determin- 
ed the rate of return applicable to the 1983 test 
year period to be 13.08%, including a return of 
16.75% on the common equity component. 


Effect of Inflation 


The Porta Processor is one of the 
latest advances in technology to 
be used by utilities in North Ameri- 
ca. Union Gas will be the first ma- 
jor utility in Canada to use this de- 
vice to collect meter readings, 
starting in August 1982. Working 
in conjunction with the Compa- 
ny’s main computer and three 
minicomputers throughout our 
service area, the new system eli- 
minates the delay between read- 
ing and billing, resulting in im- 
proved cash flow. 


There is widespread concern that traditional 
accounting practices do not adequately reflect 
Current and future replacement costs and that 
transactions reported in the Consolidated 
Statement of Income at their historical costs dif- 
fer significantly from levels based on current 
values. Presently the accounting profession 
and the financial community in several coun- 
tries, including Canada, are studying this. 

As aregulated utility, the value of Union’s 
service, return on investment and utility reve- 
nue requirements are determined by the 
Ontario Energy Board by reference to historical 
cost and not on a basis of current value. 

In the past the Company has provided a ba- 
sis of evaluating the effect of inflation on utility 
plant and accumulated depreciation, the most 


significant items in rate base, which is the in- 
vestment level upon which the utility earnings 
are regulated. The Company has again made 
an estimate for these items based on general 
price-level changes to assist readers in asses- 
sing the impact of inflation. It is important to 
note that this basis reflects only the effect on 
the Company of the change in the general pur- 
chasing power of money and does not purport 
to represent appraised value, replacement cost 
or other measure of Current value. 

The valuation base was arrived at by translat- 
ing historical costs by reference to changes in 
the Gross National Expenditure Implicit Price 
Index from the dates of acquisition to March 31, 
1982. Historical cost amounts compared to 
constant dollar amounts are as follows: 


1982 1981 
Constant Historical Constant Historical 
($000’s) dollars cost dollars cost 
Utility, properties, plant and equipment D1IRf49;833 SG/77,01 1 $1,688,853 $704,796 
Accumulated depreciation 402,689 148,981 SASHA AS) the NOS T| 
Net book value $1,347,144 $628,030 Sigs, 034 “$5 /4e758 


The application of the historical cost composite 
depreciation rates to the general price level 
values would have resulted in increased de- 
preciation provision for 1982 of approximately 


$24.9 million ($24.8 million in 1981) and a re- 
duction in 1982 net income of $12.5 million 
($12.4 million in 1981). 


Utility Operations 


Gas Sales 


Annual volume of gas sales 
Other gas companies @ 
Industrial 8% 

Residential and commercial 
Billions of cubic metres 
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Total sales volume in fiscal 1982 increased to a 
new record high of 7 043 million cubic metres 
(10 m3), from 6 957 in the previous year. While 
12,526 new customers were added during the 
year, and temperatures were 6% below normal 
and 1.6% below those in the 1981 year, sales 
gains were significantly eroded by a lengthy 
strike in the steel industry, and conservation 
continued to offset higher residential sales. 
Despite a generally weak economy and con- 
tinued competitive pressure in the industrial 
market from heavy fuel oil, the Company was 
able to increase the number of industrial cus- 
tomers. Particularly noteworthy was the an- 
nouncement of a $217 million expansion of the 
CIL fertilizer complex at Courtright, near 
Sarnia. The doubling of capacity at this plant by 
late 1984 will add significantly to Union’s long- 
term gas sales. j 
Conversions to natural gas accelerated in 
fiscal 1982, aided by the implementation of the 
Canadian Oil Substitution Program. The ele- 
ment of the program having the most impact on 
Union’s market is the Customer Assistance 
Program, which provides oil users with a tax- 


Gas Sales Volume and Revenue 


millions of cubic metres 


Year to 
March 31 % of 

Class of customer 1982 total 
Residential 1468 20.8 
Regular rate — Commercial 

and Industrial tsleyy — Zis\ee 
Contract — Commercial 

and Industrial 3493") 749.6 
Other gas distributors for 

re-sale oN ou 
Total 7043 100.0 


able grant, to amaximum of $800, covering 
one half of the conversion cost. Since it was 
first announced in October 1980, almost 
12,000 former oil users in the Company’s serv- 
ice area have taken advantage of this program. 

On March 22, 1982 Energy Minister 
Marc Lalonde announced the funding of the 
natural gas incremental Distribution System 
Expansion Program, the first of two anticipated 
programs which will help bring natural gas 
service to a substantial number of new custom- 
ers. We expect the funds from this program will 
be used to bridge the economic gap where 
revenue from new or expanded service would 
not meet costs. While full details are not yet 
available, potential service extensions relatively 
close to existing distribution facilities in Union’s 
franchise area Could reach as many as 5,500 
new customers in fiscal 1983. 

A second phase of the above Program is 
under discussion with federal authorities and 
would be designed to provide assistance for 
major extensions of the transmission and dis- 
tribution system to communities not now having 
natural gas service. 


Volume in Revenue in 
millions of dollars 

Year to 
% change March31 %of %change 
from 1981 1982 total from1981 
Cy $255,00eco.o PLO 2 
4.3 263.6 27.4 25.0. 
—1.6 AI5:8 =43°3 22.6 
10.4 26.4 Be yf Sled 
152 100.0 22.8 


$961.4 


System Expansion and 
Renewal 


Utility capital expenditures in fiscal 1982 
reached $76.2 million. The program included 
the renewal and expansion of facilities to serve 
476,228 distribution customers and to provide 
storage and transmission service to other utili- 
ties and pipeline companies. 


Distribution Facilities 
To provide service to 12,526 new customers, 
$23.8 million was allocated to the installation of 
distribution lines, meters and regulators. Up- 
grading and replacement of installations serv- 
ing existing customers accounted for $10.7 
million. 

The Company continues to review all areas 
of possible cost reduction while maintaining 


high quality service to customers. Throughout 
fiscal 1982 the program to reduce and central- 
ize office locations in the service area was Con- 
tinued. Another important program is the down- 
sizing of customer service and other vehicles to 
achieve savings in fuel usage. 


Transmission Facilities 
Union Gas owns and operates 2 888 kilometres 
of transmission mains. The transmission net- 
work delivers gas to Union’s franchise market 
and provides transportation service under con- 
tract to other utilities. 

Capital expenditures for transmission pro- 
jects totalled $17.4 million in fiscal 1982. This 
amount included $13.2 million for the addition 


Union Gas Pipeline System 
serving 
Southwestern Ontario 


Scale: 
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of 13.6 kilometres of looping to the primary 
transmission lines (Dawn-Trafalgar). Other pro- 
grams included continuing improvements to 
the system and the relocation of certain facili- 
ties requested by various municipalites. 


Storage Facilities 

Union provides winter peaking service to utili- 
ties in various parts of Eastern Canada. Excess 
summer gas deliveries from TransCanada Pipe- 
Lines Limited are stored and re-delivered to 
market during periods of peak demand. Ten 
underground storage pools are used to provide 
this service and these pools have a working 
storage capacity of 2 731 10® ms. 

In fiscal 1982 new capital investment in stor- 
age facilities amounted to $8.3 million, includ- 
ing the cost of preliminary work carried out to 
expand the working capacity of the existing 
system and reduce the level of base gas inven- 
tory. The largest project involved the purchase 
of anew compressor at the Dawn station, to be 
brought into service in fiscal 1983. It will reduce 
the requirement for working gas inventory in 
storage by approximately 255 10® m°. 


Future Expansion 

Union is experiencing increased demand for 
the use of its storage service, to be met by fur- 
ther expansion of the existing facilities. Includ- 
ed in the program will be the upgrading of wells 
and pipelines and the addition of new wells to 
improve the capability to deliver gas at the re- 
quired demand levels. In light of the growing 
demand for this and other related services, 
Union also plans the construction of additional 
sections of 1 067 millimetre pipeline for the 


Dawn-Trafalgar transmission system. 

As reported a year ago, under a letter of in- 
tent signed by TransCanada PipeLines Limited 
(TransCanada), Transcontinental Gas Pipeline 
Corporation (Transco), Union Gas and other 
companies, gas deliveries to Transco are ex- 
pected to commence during November 1984. 
The agreement covers export sales to Transco 
of up to 3 116 106 m8 per year for a 10-year pe- 
riod. Union is to provide related storage service 
for approximately 567 106 m® per year, as well 
as transportation to and from storage and inter- 
connecting delivery points. Major expansion of 
Union's transmission and storage systems will 
be required, including the adding of compres- 
sion at the Dawn station; enhancement of com- 
pression capability at the Bright and Lobo sta- 
tions; and acceleration of the existing program 
for transmission looping. 

Various regulatory approvals will be required 
before entering into a formal contract to provide 
service. Export and import approvals must be 
obtained from the National Energy Board and 
the United States federal authorities. Applica- 
tions for these and other authorizations have 
been made in the past year. An application by 
TransCanada in respect of the export sales in- 
volved in this agreement was part of the first 
phase of the National Energy Board Omnibus 
Export Hearing. Phase | of that hearing is now 
concluded and Phase II is to begin in July. As 
well as being involved in these proceedings, 
Union will be required to make an application to 
the Ontario Energy Board for approval to pro- 
vide storage service for a U.S. customer. 


Gas Supply 


In July 1981 natural gas service 
was introduced to the Village of 
Thamesford, east of London. 

9 kilometres of feeder main were 
constructed at a cost of 
$441,000. Thamesford’s proximi- 
ty to the existing distribution sys- 
tem and the enthusiastic response 
of the residents to a market survey 
helped assure the economic basis 
for the extension. 


In light of the very favourable and well publi- 
cized outlook for natural gas supplies, Union is 
confident of its ability to meet the demands of 
present and potential customers. TransCanada 
continues to be Union’s major supplier, provid- 
ing 95% of the total volume purchased in fiscal 
1982. Other sources of supply include local 
production in Ontario and synthetic natural gas 


Gas Supply (Millions of cubic metres) 


Source 


TransCanada 
Ontario producers 
Petrosar 


Total 
Produced from company wells 
Total gas supply* 


produced by Petrosar. 

In March 1981 Union entered into an agree- 
ment to purchase an additional 292 10° m? per 
year from TransCanada on a ‘‘contract de- 
mand”’ basis. First deliveries under this agree- 
ment commenced November 1981 after the 
successful completion of new facilities con- 
structed by TransCanada. 


Year to Year to 
March 31 % of March 31 % of 
1982 total 1981 total 
RSS 95.0 6 661 94.9 
107 1.4 fale 16 
239 Ore 219 Bm) 
7 481 99.6 6 993 99.6 
eM 0.4 24 0.4 
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“Excluding gas transmitted and stored for other companies. 
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SNG Purchases and Sales 


During fiscal 1982 the Company received ap- 
proval from the Ontario Energy Board to recov- 
er in cost of service the accumulated excess 
premium costs of the Petrosar SNG supply. Ina 
decision dated December 24, 1981 the Energy 
Board permitted recovery over a 4-year period 
of costs accumulated to October 31, 1981 (ac- 
count 1), with similar costs arising after that 
date (account 2) to be reviewed annually by the 
OEB. 

While the Company had requested approval 


to recover an accumulated premium of $25.9 
million, the Energy Board reduced that amount 
by approximately $1.4 million. In Union’s most 
recent main rate hearing, the Board included in 
its Reasons for Decision the disposition of this 
premium difference, following representations 
by the Company in that hearing. The Energy 
Board directed Union to charge the $1.4 million 
to its cost of gas in fiscal 1982. 

The following table illustrates the balances in 
the SNG premium accounts at March 31, 1982. 


($000’s) 


Premium account 1 Premium account 2 


Premium on SNG purchases 
Gain on exchange sales 
Gain on sales to Transco 
Interest 


Cumulative net premium at October 31, 1981 
Less amounts charged to accounts — 
amortization ($1,023) and gas cost ($1,369) 


Balances at March 31, 1982 


Changing world energy prices and other varia- 
ble factors make any projection as to the status 
of Premium Account 2 in fiscal 1983 most dif- 
ficult. However, it Should be noted that the net 
premium accumulated for the five months to 
March 31, 1982 is only $305,000. 

The OEB Decision required Union to contin- 
ue efforts to minimize its exposure to ongoing 
premium costs over the remaining life of the 
Petrosar supply contract, which expires in 
1993. Throughout fiscal 1982 the Company 
continued and intensified its efforts to lessen 
the impact of the Petrosar premium. 

Export sales to Transco over the past year 
were 292 10© m%, bringing total sales under that 
contract to 376 10® m? since December 24, 
1980. Exports are expected to continue at ap- 
proximately 28 O00 Gigajoules per day for as 
long as Union is obligated to purchase SNG 
from Petrosar. Existing Canadian and U.S. reg- 
ulatory approvals allow these exports to contin- 
ue to October 31, 1985. 

Union intervened in the Gas Omnibus Export 
Hearing, 1982 being held by the National Ener- 
gy Board to review existing export licences and 


$53,924 $17,872 
(15,895) (6,454) 
(26,122) (et 2) 
14,006 (1) 
25,913 a 
2,392 bes 
$23,521 $ 305 


applications to export additional quantities to 
the U.S. The Company’s evidence in the initial 
phase dealt primarily with the SNG export. It is 
Union’s position that this represents a unique 
export situation and should be considered in- 
dependently of prescribed surplus determina- 
tions, since it is not related to reserves and 
deliverability tests normally employed by the 
NEB. We have requested an extension of the 
export licence to 1993, when the SNG pur- 
chase contract expires. 

In addition to the export sale Union and 
Petrosar have entered into several energy ex- 
change agreements, the effect of which is to re- 
duce the premium account as shown above. 

Negotiations for anew exchange agreement 
to extend to March 31, 1983 are currently un- 
der way. 

Further steps being taken by Union to reduce 
the premium costs include presentations to the 
Federal Government for relief from taxation —a 
substantial part of the SNG cost with significant 
potential for reduction of Union’s financial 
exposure. 


Regulation 


(Opposite page) Natural gas serv- 
ice was welcomed into Thames- 
ford not only with an official “turn 
on’’ ceremony but, on amuch 
more informal note, with a picnic 
for all and free hot dogs for the 
junior population. 
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The Ontario Energy Board, in a public hearing, 
reviews and regulates the Company's costs of 
providing service to utility customers, which 
costs include a return on funds invested in util- 
ity assets. In prior years this review was carried 
out on the basis of cost levels for a then current 
period. Consequently, a part or even the whole 
of the year under review, the test year, had 
elapsed before approved new rates to recover 
the found costs could be implemented. The re- 
sult of this delay, together with the high inflation 
level being experienced, was to prevent Union 
from achieving the allowed rate of return and, 
therefore, the earnings found by the Energy 


Board to be appropriate. 

In an effort to counter this attrition in earn- 
ings, the Company and the Energy Board have 
instituted measures to reduce the time lag be- 
tween the experiencing of higher costs and the 
implementation of approved rate increases for 
their recovery. As a first step in this direction, 
the Company, with the full co-operation of the 
Energy Board and those major organizations 
which regularly appear as intervenors in the 
hearings, has moved to a future test year review 
based on forecast cost levels rather than histor- 
ic or even current levels. Further, Union has 
significantly advanced the timing for prepara- 
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tion and approval of its annual operating and 
Capital budgets. This will allow the public hear- 
ing to review the Company’s plans to take place 
well in advance of the start of a fiscal year, so 
that approved new rates can be in place for the 
full test year period. As well, the OEB is now 
permitting completion of a rate proceeding ina 
single phase where two had existed in earlier 
Cases. 

Union’s main rate application of January 7, 
1981, using a forecast fiscal 1982 test year pe- 
riod, resulted in a decision by the Energy Board 
on September 14, 1981 permitting the Compa- 
ny to immediately increase rates to commence 
recovery of an annual revenue deficiency of 
$15.1 million. The Board authorized an overall 
return of 11.86% on arate base of $646.9 mil- 
lion. The overall return included a return on 
common equity of 15.1% based on a 28% com- 
mon equity component of total utility capitaliza- 
tion. 

Within a month of the receipt of this Decision 
Union filed a new application for increases in 
rates to be effective April 1, 1982, the beginning 
of the 1983 fiscal year. The rates sought were 
designed to recover expected cost increases 
during the 1983 fiscal year and the requested 
effective date would provide the opportunity to 
achieve the allowed rate of return. The hearing 


of this application began on January 11, 1982 
and was concluded on February 26. The 
Board's final Decision, issued on April 8, estab- 
lished an annual revenue deficiency of $31.1 
million based on the projected 1983 test year. 
An overall rate of return of 13.08% was allowed 
on a utility rate base of $713.4 million. While 
Union had requested a rate of return of 17.0% 
on a 32.0% utility common equity component, 
the OEB allowed a return of 16.75% on a 29% 
common equity component. New rates reflect- 
ing this Decision became effective on April 15, 
1982, only two weeks after the start of the 
Company’s current fiscal year. For purposes of 
the next main rate case Union has further ac- 
celerated its budget procedures and will file an 
application in September, 1982 to recover cost 
levels projected for the 1984 fiscal year. By so 
doing it is anticipated that the hearing of that 
application will be completed and new rates in 
effect by April 1, 1983. 

During the 1982 fiscal year interim rate ad- 
justments were authorized by the OEB to allow 
the Company to pass on higher gas costs. 
These were the result of three increases in the 
excise taxes levied by the Federal Government, 
effective May 1 and July 1, 1981 and February 
1, 1982, and increased charges from suppliers 
on February 1, 1982. 


Employees 


Beginning in 1981 the Company 
implemented a five-year program 
to reduce fuel usage by downsiz- 
ing customer service and other 
vehicles. The program has an ob- 
jective of a 15% reduction over 
the five-year period and calls for 
60% of the total fleet of some 900 
vehicles to be downsized by 
1986. To date some 9% of the ve- 
hicles have been replaced and 
fuel consumption has been re- 
duced by 3.3% from the base 
year. Shown here are the ‘‘old”’ 
and the ‘‘new”’ in customer serv- 
ice vehicles. 


The total number of people employed by Union 
Gas at March 31, 1982 was 2,394, compared 
with 2,409 a year ago. Managerial, supervisory 
and professional employees numbered 518; 
clerica! staff 709; technical specialists 264 and 
hourly paid employees 903. 

Union Gas perspective with respect to its 
employees is along-term one. The Company is 
fortunate in having a low turnover rate (5% 
overall in 1982). The result is that changes in 
the overall composition of the work force take 
place over a protracted period, giving Union the 
valuable benefit of many employees with con- 
siderable depth of experience. The average 
length of service is just under fourteen years. 

At the same time, Union recognizes the need 
to have its employee group represent current 
standards of education, training, and profes- 
sionalism. As a reflection of this concern, the 
percentage of employees in the blue collar 
workforce with Grade 12 education or better is 
almost 60% today as compared with less than 
25% in the early 1960’s. Over the same period, 
the number of university graduates on staff is 
more than seven times greater. 

Union Gas is committed to the principle of 
development training for all levels of staff and 
offers a variety of in-house programs, as well as 
encouraging personal development through its 
educational aid program. In the past ten years 
formal training programs have been introduced 


for almost all job classifications and recruitment 
policies take into account not only immediate 
job requirements, but the long-term future 
needs of the Company. 

During the year a $250,000 central training 
facility was constructed at Chatham, where the 
Company’s Training Department is now locat- 
ed. This Department was centralized in 1978 
and is responsible for the training of customer 
service and distribution maintenance em- 
ployees to ensure that our customers receive 
the safest and most efficient service possible. 

With a view to better communication and 
improved relationships with its unionized 
employees, the Company has instituted a 
two-tiered system of union-management com- 
mittees. At the local level monthly meetings are 
held with region personnel to review localized 
issues and, at the corporate level, managers 
and appointed representatives of the Energy 
and Chemical Workers Union meet quarterly to 
discuss company-wide issues. 

As of April 1, 1982 the former Stock Savings 
and Investment Plan for management and su- 
pervisory staff was redesigned and renamed as 
the Employee Share Ownership Plan. The new 
Plan is open to all employees and provides for 
the purchase of company stock through payroll 
deductions. 840 employees are currently 
participating. 


i) 


Western Canada Resource Operations 


Precambrian Shield 
Resources Limited 


(Opposite page) Service rig 
completing ‘Cardium Oil Sand’ in 
well 16-25-51-11W5M (Cyn-Pem 
area). 
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In December 1981 Union and Precambrian 
Shield Resources Limited of Calgary an- 
nounced completion of the sale to Precambrian 
of Union’s Western Canada resource proper- 
ties for $114 million. Since May 1980 Precam- 
brian had been providing professional manage- 
ment of these Western Canada properties. In 
exchange for the properties, treasury shares of 
Precambrian were issued to Union, giving Un- 
ion an initial 61.2% equity interest in Precambri- 
an. Under the terms of the sale agreement, Un- 
ion will provide $68.5 million in working capital 
to Precambrian over the next three years. At 
April 1, 1982, $52.5 million remained of that 
commitment. 

Since Union’s primary involvement in West- 
ern Canada resource operations is now as the 
majority shareholder of Precambrian, the activi- 
ty reported here is extracted from that compa- 
ny’s Report to Shareholders for the year ended 
December 31, 1981. Shareholders wishing to 
obtain a copy of the full Report may request 
one directly from Precambrian (603 — 6th Ave- 
nue S.W., Calgary, Alberta, T2P 0S8). 

Precambrian Shield Resources Limited was 
originally incorporated as a private minerals ex- 
ploration company in 1966. Since that time Pre- 
Cambrian has evolved into a company explor- 
ing for petroleum, coal and precious minerals 
throughout Western North America. Oil and 
gas exploration and production is conducted 
through fully staffed offices in Calgary and 
Houston. Precambrian is also engaged in 
thermal coal exploration and experimental 
mining at Lethbridge, Alberta. Exploration for 
gold originates with an associated company, 
Precambrian Exploration, Inc. with offices in 
Denver, Colorado. 

At December 31, 1981 Precambrian’s prov- 
en and probable natural gas reserves totalled 
241 Bcf, while proven and probable crude oil 
and natural gas liquids reserves increased to 
6.7 million barrels. Included in this total are 2.6 
million barrels of crude oil and liquids reserves 
which will qualify for New Oil Reference Prices 
as described in the Canadian Government's 
National Energy Policy. Ongoing development 
of 1981 oil discoveries together with a con- 
tinued emphasis on oil exploration should result 
in further sizeable additions to ‘‘new oil’’ re- 
serves in 1982. 

The combined drilling activity of Precambrian 
together with wells which Union drilled in which 
Precambrian also had an interest, resulted in 
48 oil wells, 43 gas wells and 55 dry holes. In 


1982 this active pace is expected to continue 
through participation in the drilling of at least 
130 wells in Canada and the United States. 


CANADIAN OIL AND GAS EXPLORATION 
Precambrian holds a large and well located 
acreage position in the western Canadian basin 
on which a successful drilling program resulted 
in new oil discoveries in the Edson, Pembina, 
Lloydminster and Sullivan Lake areas. Suc- 
cessful development of earlier oil discoveries 
took place in the Rat Creek-West Pembina, Ri- 
cinus and Lubicon areas. Drilling for heavy oil, 
primarily in Alberta, has added 40 oil wells. 
Twenty-two gas wells were drilled in the east 
central Alberta ‘‘gas contract’ area. The major- 
ity of 18 other gas well completions drilled dur- 
ing 1981 in Canada are in areas presently pro- 
ducing or expected to come on stream during 
1982 and 1983. 


West Pembina and Eta Lake Area. |n the Eta 
Lake Gas Contract area, the 13-8-51-11 W5M 
well (20% interest) was completed as a gas well 
capable of flowing 2.7 MMcf/d and was tied in 
to existing production facilities. Production 
from this well will allow current maximum gas 
contract delivery levels to be maintained. 

The 16-25-51-11 W5M well in the Cyn Pem 
area has been completed as a substantial oil 
producer from the Cardium zone. Precambrian 
has a 29.9% working interest in this well which 
was completed with an initial production rate of 
1,580 BOPD and is expected to have an allow- 
able production rate in excess of 150 BOPD. 

The 6-30-49-11 W5M Rat Creek well was 
drilled as a successful follow up to the 11-30 
well in the Nisku “‘P”’ oil pool, discovered in 
1979. The pool was shut-in at year end pending 
the installation of an enhanced recovery 
scheme which is expected to be completed in 
the second half of 1982. Negotiations for uniti- 
zation of the pool are underway and Precambri- 
an expects a unitized working interest in excess 
of 13% in the pool. 


Sullivan Lake — Eastern Alberta. |n September, 
1981, Precambrian participated in the drilling of 
a discovery oil well located in 16-36-33-14 
WAM. This incentive exploration well will qualify 
for royalty free production for a 5 year period. 
Through land acquisitions and farm-ins, Pre- 
cambrian has obtained interests varying be- 
tween 16.7% and 50% in approximately 27,000 
gross acres. Four additional wells were drilled 
in this area in the early part of 1982, resulting in 


onesie 


ot 


SRL, SRE BRR 


H oe 
Se SS + ae Se Be Se eet ee 


ae 


ee a a a agi 
Rw Wee # 


* 


eee Ree 


one additional potential oil well, two gas wells 
and one abandonment. Several more wells are 
expected to be drilled during 1982. 


Heavy Oil Area — Alberta. Extensive exploration 
and development drilling has been carried out 
on lands in which Precambrian has interests in 
the Lloydminster heavy oil area of Alberta. In 
the Bodo, Provost and Hayter areas, located 
south of Lloydminster, 46 wells were drilled re- 
sulting in 30 oil wells, 4 gas wells and 12 aban- 
donments where Precambrian’s working inter- 
ests range from 3.6% to 29%. Three oil wells in 
which it has a 40% working interest, were 
drilled in the Lindbergh area, which is situated 
halfway between Lloydminster and Cold Lake. 
High levels of exploration and development ac- 
tivity will be continued on these extensive land 
holdings, which have excellent potential. 


West Pembina and 
Sullivan Lake areas 
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Land 

Precambrian’s net exploratory land position in- 
creased markedly over levels reported a year 
ago, primarily attributable to the acquisition of 
exploratory lands from Union Gas. 
Precambrian will continue to be active in ac- 
quiring exploratory acreage in both Canada 
and the United States in 1982. 


Petroleum and Natural Gas Land Holdings 


As at As at 
Dec. 31, 1981 Nov. 30, 1980 
Canada 
Gross acres 2,328,000 2,611,000 
Net acres 396,000 90,000 
United States 
Gross acres 77,000 13,000 
Net acres 13,000 3,000 
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Tie-in of ‘Highland Cyn-Pem 
13-8-51-11W5M’ (Rock Creek 
Zone Gaswell) to Highland ope- 
rated gas plant. 
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Drilling Activity 

The drilling results achieved in the past year in- 
corporate drilling by Union Gas and by Pre- 
cambrian in both Canada and the United 
States. 


13 Months ended 

Number of wells December 31, 1981 
Gas 48 
Oil 43 
Dry and Abandoned 2) 
146 


Due mainly to the acquisition of the Union Gas 
properties, Precambrian now has varying in- 
terests in a large number of oil and gas wells 
as Summarized in the following tabulation. 


Oil Gas Total 


Associated with produc- 
tion operations 178 19 Zor 
Shut-in WE 222 294 


250 301 Doll 


The shut-in oil wells are primarily heavy oil 
wells which are either awaiting connection or 
will be included in tertiary recovery pilot oper- 
ations. The shut-in gas wells reflect the indus- 
try surplus of natural gas in relation to current 
market demand. 


Coal 

Precambrian owns varying interests in 43,500 
acres of coal rights in the Lethbridge Area of 
Southern Alberta. Two principal areas are Pic- 
ture Butte and Kipp which are underlain by the 
Galt Seam, a gently dipping seam of thermal 
coal of mineable thickness. This seam was 
mined successfully by underground methods in 
several locations within the Lethbridge area up 
to the mid sixties. Precambrian retains a 55% 
working interest in the Picture Butte property 
and a 20% working interest in the Kipp 
property. 

At Kipp, a 4.5 metre concrete lined shaft was 
completed in 1980 to a depth of 235 metres. 
Two hundred metres of experimental under- 
ground workings, from which bulk coal sam- 
ples were mined, were completed early in 


1981. The bulk samples have been analysed by 
both independent laboratories and potential 
customers. Data from the underground work- 
ings and 54 drill holes have indicated in-situ re- 
serves of 82 million tonnes. 

At Picture Butte, a total of 74 holes, including 
32 drilled during 1981, have indicated in-situ 
reserves of 90 million tonnes. Further delinea- 
tion drilling in 1982 may be necessary to more 
fully assess the Coal reserves associated with 
this property. 


U.S. OIL AND GAS EXPLORATION 

Riverside Prospect — Walker County, Texas. |n 
early 1981, Shield Resources Inc. (Precambri- 
an’s United States subsidiary) participated in 
the drilling of the Gibbs Bros. No 1 well which 
was a Georgetown gas discovery. Shield has 
an 18.8% working interest in this well and the 
surrounding 1,100 acres. Flow tests of the 
Georgetown formation resulted in a calculated 
Absolute Open Flow (AOF) of 104 MMcf/d. 
Log analysis of the Woodbine formation in this 
well suggests that it has good potential for gas 
production but remains untested at this time. 
Since the discovery well was drilled, Shield has 
secured rights to more than 6,000 additional 
acres of offsetting lands, primarily through 
farm-in arrangements, with working interests 
ranging from 12% to 19%. An exploratory test 
of these farm-in lands located 2 miles north 
west of the discovery well has been drilled and 
cased, and both the Woodbine and George- 
town formations will be tested through perfora- 
tions in this well. 

Shield has concluded gas contract negotia- 
tions which will allow the discovery well to be 
put on stream at initial rates of between 3 to 5 
MMcf/d starting in the third quarter of 1982. 
Mining 
Precambrian has recently concluded an 
agreement with Mineral Ventures, Inc., (MVI) 
of Denver, Colorado and the Cargo Partners 
(CARGO) of Westport, Connecticut. This 
agreement will provide Precambrian with broad 
exposure to exploration for bulk tonnage open- 
pit gold reserves within the state of Nevada and 
other selected areas of the Western U.S. 


Numac Oil & Gas Ltd. 
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Union holds a 13.7% position in Numac and en- 
tered into further oil exploration ventures with 
that company during 1982. The cost of the 
Company’s total investment in Numac stood at 
$50.4 million at the fiscal year end. Cumulative 
exploratory venture expenditures were $3.8 
million at year end. 
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Management's Report 


Management is responsible for the integrity and 
objectivity of the information contained in this 
annual report and for the consistency between 
the consolidated financial statements and other 
financial and operating data contained else- 
where in the report. The accompanying con- 
solidated financial statements have been 
prepared by management in accordance with 
accounting principles generally accepted in 
Canada. Their preparation necessarily involves 
the use of estimates and careful judgment par- 
ticularly in those circumstances where transac- 
tions affecting a current period are dependent 
upon future events. The accompanying con- 
solidated financial statements have been pre- 
pared using policies and procedures estab- 
lished by management and, in management’s 
opinion, reflect fairly the Company’s financial 
position, results of operations and changes in 
financial position, within reasonable limits of 
materiality and within the framework of the ac- 
counting policies outlined on pages 32 and 33. 


Ultimate responsibility for the financial state- 
ments to shareholders rests with the Board of 
Directors. An Audit Committee of non-manage- 
ment Directors is appointed by the Board to re- 
view the financial statements in detail with man- 
agement and to report to the Directors prior to 
their approval of the financial statements for 
publication. 

The Company’s external auditors are ap- 
pointed by the shareholders to provide an inde- 
pendent review of management’s discharge of 
their responsibilities, as they relate to the fair- 
ness of the financial statements prepared by 
management. The report of the auditors is set 
out below. 


W. D. McKeough 
President and Chief Executive Officer. 


P. F. Little 
Vice-President, Corporate Finance and 
Development. 


Auditors’ Report 
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To the Shareholders of Union Gas Limited: 
We have examined the consolidated balance 
sheet of Union Gas Limited as at March 31, 
1982 and the consolidated statements of in- 
come, retained earnings and changes in finan- 
cial position for the year then ended. Our ex- 
amination was made in accordance with gener- 
ally accepted auditing standards, and accord- 
ingly included such tests and other procedures 
as we considered necessary in the circum- 
stances. 

In Our opinion, these consolidated financial 
statements present fairly the financial position 


of the Company as at March 31, 1982 and the 
results of its operations and the changes in its 
financial position for the year then ended in ac- 
cordance with generally accepted accounting 
principles applied on a basis consistent with 
that of the preceding year. 


WA IWIN D a 2 


Chartered Accountants 
Toronto, Canada 
April 28, 1982 


Union Gas Limited 


Consolidated Statement of Income 


($000's) 


Income 


Per Common Share 


Gas sales 
Cost of gas sold 


Gas sales margin 


Transportation and storage of gas 
Other 


Expenses: 

Operating and maintenance 
Depreciation, amortization and depletion 
Property taxes 


Operating income 


Interest expense: 
Long-term debt 
Short-term debt 
Interest deferred 


Income from continuing operations before taxes and 
extraordinary item 


Income taxes — current 
— deferred 


Income from continuing operations 
Loss from discontinued realty operation (note 2) 


Income before extraordinary item 
Loss on disposal of realty segment (note 2) 


Net income 
Preference dividend requirements 


Net income attributable to common shares 


Continuing operations 


Discontinued operation 
Extraordinary item 


Net income 


See accompanying accounting policies and notes 


Year ended March 31 
1982 1981 
$961 ,396 $782,742 
786,729 627,677 
174,667 155,065 
28,937 WON fro 
26,954 21,086 
230,558 199,426 
‘83,986 73,443 
20,573 18,745 
9,984 8,193 
114,543 100,381 
TAGOTS 99,045 
Slomerse 31009 
20,528 20,198 
(9,960) (12,200) 
47,093 39.507 
68,922 59 538 
11,805 
21,324 28,933 
33,129 28,933 
ob a AS Ps) 30,605 
2,049 1242 
33,/44 29,393 
17,000 423 
16,744 28,970 
£05 7,461 
$ 9,039 $ 21,509 
$ 1.06 $ 1216 
(.08) (.06) 
(.64) (.02) 
$ 34 $ 1.08 
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Incorporated under the 
laws of Ontario 


March 31 
($000’s) 1982 1981 
Assets Current assets: 
Accounts receivable (note 4) $ 195,292 $148,102 
Inventories— 
Gas in underground storage (412 10&m? 
in 1982, 528 108m? in 1981) 52,949 52.740 
Merchandise, stores and spare equipment 11,981 12,666 
260,222 213,479 
Property, plant and equipment (note 5): 
Utility 628,030 5S/1,foo 
Resource 178,416 103,569 
806,446 675,327 
Deferred charges: 
Synthetic natural gas supply premium (note 1) 23,826 29,976 
Other 7,639 7,419 
31,465 37,395 
Investments: 
Major Holdings & Developments Limited (note 2) 16,749 
Numac Oil & Gas Ltd., at cost (market value 
at March 31, 1982 — $24,135,000; 1981 — $40,386,000) 50,362 50,362 
Other 2,658 2,905 
53,020 69,616 
SATAN pod Walia $995,817 
On behalf of the Board: 


(oS. 


Director 
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March 31 


($000’s) 1982 1981 
Liabilities Current liabilities: 

Short-term borrowings $7, 50:68 $ 89,547 
Accounts payable and accrued charges 129,517 98,197 
Dividends payable 5,974 6,197 

Income taxes — current 8,878 
— deferred 10,740 7,286 
205,789 20Ineat, 
Long-term debt (note 6) 388,504 292,560 
Deferred income taxes 174,343 155,096 

Minority interest in Precambrian Shield Resources Limited (note 3) 49,829 


Contingency (notes 1 and 2) 


Shareholders’ equity Share capital (note 7): 
Preference shares 91,650 95,671 
Common shares 171,998 169,947 
263,648 265,618 
Retained earnings 69,040 81,316 
332,688 346,934 
Dil toOlelos $995,817 


See accompanying accounting policies and notes 
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Union Gas Limited 


Consolidated Statement of Retained Earnings 


($000’s) 


30 


Balance, beginning of year 
Net income 


Deduct: 

Dividends declared (note 7) 

Amortization of expenses on issue of Class B 
preference shares 

Write off of unamortized issue costs of Class B 
preference shares Series 1 

Underwriting commission and other related expenses 
of the common share issue 


Balance, end of year 


See accompanying accounting policies and notes 


Year ended March 31 
1982 1981 
Si SSG $179,520 
16,744 28,970 
98,060 108,490 
28,883 23,742 
137 285 
303 
2,844 
29,020 27,174 
$ 69,040 $ 81,316 


Union Gas Limited 


Consolidated Statement of Changes in Financial Position 


($000’s) 


Funds provided 


Funds Applied 


Changes in Working 
Capital Components 


From operations (note 8) 
Long-term debt 
Common shares issued: 
Public issue 
Employee share purchase plans 
Conversion of preference shares 
Dividends reinvested 
Preference shares issued 


Reduction (increase) of deferred SNG premium account 


Working capital assumed on acquisition of 
Precambrian Shield Resources Limited (note 3) 
Deferred charges and other items 


Property, plant and equipment: 
Utility expenditures 
Resource expenditures 
Retirement of long-term debt 
Dividends declared 
Preference shares: 
Purchased for cancellation 
Converted to common shares 
Increase in investments: 
Major Holdings & Developments Limited 
Numac Oil & Gas Ltd. (net of $12,500,000 
of Union Gas Limited common shares) 
Deferred charges and other items 


Increase (decrease) in working capital 


Accounts receivable 

Gas in underground storage 
Short-term borrowings 
Accounts payable and other 


See accompanying accounting policies and notes 


Year ended March 31 

1982 1981 

$ 69,465 § 73,918 
90,260 

47,725 

948 1,029 

85 20,515 

1,018 488 

40,000 

3,758 (1,128) 
8,167 
153 

173,854 182,547 

76,225 55,830 

9,937 27,858 

9,316 12,687 

28,883 23,742 

3,936 2122 

85 20,515 

3,291 2,500 

37,862 

1,025 

131,673 184,141 

$ 42,181 $ (1,594) 

$ 47,190 $ 31,571 

238 (12,509) 

38,867 8,892 

(44,144) (29,548) 

$ 42,181 $ (1,594) 
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Union Gas Limited 


Significant Accounting Policies 


GSR ENS RPA IR RET HA TT RE ENTE TRH MRL LA RSLS LS LEFT ES A MT ER SS OL OE EO I PL 


Basis for Consolidation 


Regulation 


Inventories 


Property, Plant and 


Equipment, Depreciation 
and Depletion 


Synthetic Natural Gas 
Supply Premium 
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The accompanying consolidated financial 
statements include the accounts of Union Gas 
Limited, Precambrian Shield Resources Limited 
(61.2% owned) and other subsidiaries, except 
for the accounts of Major Holdings & Develop- 


The utility operations are subject to regulation 
under The Ontario Energy Board Act and The 
Energy Act. Rate schedules are approved peri- 
odically by the Ontario Energy Board and are 
designed to provide a fair and reasonable re- 


Inventory of gas held in underground storage 
available for current sale is valued on the first- 
in, first-out basis at the cost from suppliers 
other than Petrosar Limited. Inventories of 


Utility 
Utility property is carried at cost which includes 
all direct costs, an allocation of overhead in- 
curred, and an allowance for funds used during 
construction applicable to the new property. 
The original cost of depreciable units retired, 
together with the net cost of removal less sal- 
vage, is charged to accumulated depreciation. 
Depreciation is provided on the straight-line 
basis at various rates based on the remaining 
useful service life of each class of property de- 
termined by periodic reviews of consultants 
and approved as appropriate by the Ontario 
Energy Board. 


Resource 

The Company follows the full cost method of 
accounting for resource property, plant and 
equipment whereby all costs associated with 
the exploration for and development of oil and 
gas reserves are capitalized. Such amounts in- 
clude land acquisition costs, geological and 
geophysical expenditures, carrying charges of 
non-producing properties, costs of drilling pro- 


The costs associated with the purchase of syn- 
thetic natural gas (SNG) under a long-term 
supply contract at a price in excess of that 
available from regular suppliers of natural gas 
are accounted for on the cost recovery basis. 
Under this method, purchases of SNG are in- 
cluded in inventory and cost of sales at a value 
equal to the price paid for natural gas from reg- 
ular sources. The excess (premium) along with 
related interest is recorded as a deferred 
charge. Proceeds from efforts to reduce the 


ments Limited which is accounted for on the 
equity basis to date of discontinuance (note 2). 
The accounts of Precambrian Shield 
Resources Limited have been included as at 
December 31, 1981, its latest fiscal year end. 


turn on the utility investment after recovering 
the utility cost of service. Realization of the al- 
lowed rate of return is subject to actual operat- 
ing conditions experienced during the year. 


merchandise, stores and spare equipment are 
valued at the lower of average cost and re- 
placement cost. 


ductive and non-productive wells and overhead 
expenses related to exploration and develop- 
ment activities. 

Cash grants earned in Canada under the 
Petroleum Incentive Program are accrued and 
applied against the related expenditures. 

Costs are accumulated in a Canadian anda 
United States cost centre. The costs in the 
United States have been deferred until suffi- 
cient commercial reserves have been discov- 
ered at which time they will be depleted on the 
unit-of-production method. 

Depletion and depreciation on Canadian 
resource property, plant and equipment is 
calculated as the proportion that current pro- 
duction revenues are to total estimated future 
revenues from proven reserves as determined 
from engineering reports by independent ap- 
praisers and updated by Company engineers. 
Estimated future revenues are based on prices 
contained in the agreements reached between 
the Federal Government and the producing 
provinces. 


effects of this contract serve to reduce the de- 
ferred charge. 

Pursuant to an OEB decision, the Company 
ceased deferring interest on the net premium 
accumulated to October 31, 1981 and on 
February 1, 1982 commenced amortizing this 
amount through cost of gas on a straight-line 
basis over four years. The net premium and re- 
lated interest arising subsequent to October 31, 
1981 continues to be deferred pending the next 
OEB review. 


Employee Pension Plan 


Income Taxes 


Gas Sales and Cost of Gas 


Foreign Currency 
Translation 


Earnings Per Common 


Based on a valuation by consulting actuaries, 
the unfunded obligation which has resulted 
from revisions and revaluations of the Compa- 
ny’s pension plan is approximately $7,860,000 
at March 31, 1982 (1981 — $6,550,000). The 
past service obligation and changes resulting 
from revisions to the plan are charged to opera- 


The Company accounts for income taxes by 
the tax allocation method. Income tax expense 
is the amount that would be payable if statutory 
tax reductions for oil and gas exploration costs, 
depreciation, depletion, unbilled customer 
usage and other items did not differ from those 
recorded in the consolidated financial state- 


Gas sales revenue is recorded on the basis of 
regular meter readings and estimates of cus- 
tomer usage since the last meter reading date 
to the end of the month. 

In the matching of gas sales and cost of gas 
sold, volumetric differences arise from the 
measurement process. The Company includes 
in the cost of gas an estimated amount of these 


Current assets and current liabilities are trans- 
lated into Canadian dollars at rates of exchange 
in effect at the balance sheet date. Long-term 
assets and liabilities are translated at historical 
rates. Revenue and expense items are trans- 


tions over a fifteen-year period from the date of 
the revision. Changes in the obligation due to 
revaluations of the plan are charged to opera- 
tions over a five-year period. Amounts charged 
against operations in respect of the unfunded 
liability were $1,166,000 in 1982 (1981 — 
$1,282,000). 


ments. This method recognizes the deferral of 
income taxes to future years when amounts 
deductible for income tax purposes will be less 
than those recorded in the accounts. Where 
deferred income taxes relate to current assets 
they are reflected as current liabilities. 


volumetric differences based on the volume 
level recognized by the Ontario Energy Board 
in the determination of customer sales rates. 
Annual fluctuations from the estimated level are 
deferred and amortized over a period of three 
years. The cost of gas includes both the es- 
timated level of volumetric differences and the 
amortization of annual fluctuations. 


lated using the average rate of exchange 
throughout the year. Gains and losses arising 
on translation, which are not material, are in- 
cluded in income. 


Basic earnings per share are calculated on the 


Share 


basis of the weighted average number of com- 
mon shares outstanding during the year, which 
was 26,458,018 (1981 — 19,849,443) shares. 
An allowance for the issue of additional com- 


mon shares under conversion privileges is anti- 
dilutive in 1982. For 1981, fully-diluted earnings 
per share for income before extraordinary item 
was $1.07 and for net income $1.05. 
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Notes to Consolidated Financial Statements 


1. Contingency 


2. Discontinued Operations 
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The Company has entered into a long-term 
supply contract with Petrosar Limited for the 
annual purchase of approximately 249 10&ms 
of synthetic natural gas (SNG) until 1993. This 
level of purchase represents approximately 3% 
of the Company’s current annual purchases. 
The pricing formula in the contract relates to 
the domestic oil price and results in a price 
higher than that payable to regular suppliers of 
natural gas. This excess cost (premium) 
amounts to $167.00 per 10°m at March 31, 
1982. 

The Company has an agreement with Trans- 
continental Gas Pipe Line Corporation of Hous- 
ton, Texas (Transco) and has received regula- 
tory approvals extending to March 31, 1985 for 
the sale to Transco of the energy equivalent of 
all SNG that has been or will be purchased dur- 
ing the term of the Petrosar Gas Supply Agree- 


ment. The Transco agreement provides for an=" - 


nual deliveries of up to 283 10®m° at a price 
equal to the Canadian border price in effect 
from time to time. At March 31, 1982 this ex- 
ceeds the cost of natural gas from regular 
suppliers by $84.00 per 10°m3. The agreement 
with Transco may be terminated by either party 
if necessary regulatory approvals are not ob- 
tained within 30 days following the effective 
date of a change in the export price. The con- 
tinuation of the contract will be dependent upon 
receiving regulatory approvals as the export 
price changes. 

In addition, the Company has entered into a 
series of short-term energy exchange agree- 
ments to supply to Petrosar Limited certain 
quantities of natural gas with a pricing formula 
which results in a price exceeding the cost of 
normal gas supply by $71.00 per 10°m8 at 
March 31, 1982. During fiscal 1982 approxi- 
mately 170 10&m% of gas was delivered to 
Petrosar Limited under these agreements. The 
latest agreement expired March 31, 1982 and 
negotiations are underway to reach a new 


The realty operation, carried on by its subsidi- 
ary Major Holdings & Developments Limited, 
has been discontinued by the Company. This 
decision follows the action in January, 1982 by 
Major’s creditors not to provide further funding. 
The realty operation to December 31, 1981 has 
been shown as an equity loss of $2,049,000 
from discontinued operations. In addition, the 
Company has written down the remaining in- 
vestment in the realty segment and has made 


agreement expiring March 31, 1983. 

On December 24, 1981 the OEB authorized 
the Company to amortize the net premium ac- 
cumulated to October 31, 1981 over a four year 
period. The amortized portion is to be recov- 
ered each year through customer rates. The 
amount of the net premium accumulated to 
October 31, 1981 totalled $24,544,000 of 
which $1,023,000 has been amortized in fiscal 
1982. The OEB decision does not permit the 
Company to recover interest on the unamor- 
tized portion of the net premium accumulated 
to October 31, 1981. 

The OEB determined that the net premium 
arising from the contract after October 31, 

1981 is to be reviewed by the OEB on a year-to- 
year basis. The net premium, including de- 
ferred interest, accumulated for the five months 
ended March 31, 1982 totalled $305,000. 

Subsequent to the OEB decision one of the 
Company’s customers, Dow Chemical Canada 
Inc., has applied to the Divisional Court for 
leave to appeal the decision. In its application, 
Dow has alleged that the OEB exceeded its 
jurisdiction in dealing with the net premium as- 
sociated with the Petrosar contract prior to 
October 31, 1981. Because the material sup- 
porting Dow’s application has not been filed, a 
final opinion on the merits of the appeal cannot 
be given. However, based on the proceedings 
to date, the Company and its counsel are of the 
preliminary view that the appeal should be dis- 
missed and the OEB’s order upheld. 

The Company is unable to determine the im- 
pact of these various matters on its financial po- 
sition and future earnings, as it will depend on 
(a) the decision by the Court on the Dow pro- 
ceedings; (b) future decisions by the OEB re- 
garding the ongoing net premium; and (c) the 
continuation of revenues from export sales to 
Transco and future exchange agreements with 
Petrosar. 


provision for the estimated costs of terminating 
this activity. This provision includes the ongoing 
funding since January which supported opera- 
tions while the Company examined methods of 
divestiture. The loss arising on the disposal, 
together with estimated termination costs, is in- 
cluded as an extraordinary charge of 
$17,000,000 on the consolidated statement of 
income. 

While management does not expect any 


3. Acquisition of 
Precambrian Shield 
Resources Limited 


4. Accounts Receivable 


5. Property, Plant and 
Equipment, Depreciation 
and Depletion 


claims to arise against Union out of the divesti- 
ture of this investment, any additional costs 
(revenues) not provided for in the present esti- 
mates will be recorded as an extraordinary item 
in the year in which they are determinable. 


During the year Union Gas Limited acquired 
61.2% of Precambrian Shield Resources Limit- 
ed. As consideration for this investment Union 
sold substantially all of its oil and gas explora- 
tion and development properties located in 


Thousands of dollars 


Consideration received in the form of common shares of Precambrian 


Value attributed to minority interest 


Fair value of properties acquired 
Less debt assumed 


Working capital assumed 


The effective date of this acquisition was De- 
cember 31, 1981 and the financial position of 
Precambrian at that date is consolidated in 


Accounts receivable include unbilled custom- 
ers’ usage of gas amounting to $27,163,000 at 
March 31, 1982 (1981 — $18,825,000). 

As part of its normal operations, the Compa- 
ny offers deferred payment finance plans for 
Utility 
Utility property, plant and equipment relating to 
utility operations include distribution systems, 
transmission lines, Ontario gas wells and gath- 


In fiscal 1981, the Company discontinued its 
appliance sales operation resulting in a net loss 
of $432,000 (after applicable income taxes of 
$422,000). 


Western Canada, having a book value of 
$114,000,000, to Precambrian in exchange for 
14,901,961 treasury common shares. 

This acquisition has been accounted for as a 
purchase, the details of which are as follows: 


$114,000 
49,829 


163,829 


171,348 
15,686 


155,662 
> 8,167 


these financial statements. No income of Pre- 
cambrian has been reflected in the Consolidat- 
ed Statement of Income. 


equipment sales and installation costs. Ac- 
counts receivable include merchandise finance 
plan accounts of which $3,647,000 at March 
31, 1982 (1981 — $3,686,000) are not due 
within twelve months. 


ering lines, gas storage facilities, base pressure 
gas, land and buildings. ASummary analysis of 

the cost of property and accumulated deprecia- 
tion is as follows: 


1982 1981 

Accumulated Net book Net book 

Thousands of dollars Cost depreciation value value 
Production $ 6,467 Sal vo5e Sy 4eoi5 $1) 4:050 
Storage MOS 10,270 60,445 531392 
Transmission 185,038 36,644 148,394 SOULS 
Distribution 426,335 66,174 360,161 326,743 
General 88,456 34,341 Habis 51,840 
SKE OAA $148,981 $628,030 $571,758 


Depreciation rates provided during the year 
ended March 31, 1982 resulted in a composite 
rate of 3.17% (1981 — 3.18%). 

Depreciation and amortization shown on the 
consolidated statement of income includes 
those amounts charged directly as an operat- 


ing expense in the Company’s accounts. In ad- 
dition, $1,177,000 was allocated partly to other 
expense accounts and partly to property ac- 
counts. 

Allowance for funds used during construc- 
tion is included in cost of utility property com- 
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6. Long-Term Debt 
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puted at a rate of 17.75% in 1982 (1981 — Resource 


1 5.75%) and amount to $1,583,000 in 1982 Resource property, plant and equipment con- 

(1981 — $643,000). sists of the following: 

Thousands of dollars Wey eer? 1981 

Petroleum, natural gas, production and plant equipment $174,822 $101,111 

Mineral exploration costs 3,000 2,458 

Other equipment 209 _ 
$178,416 $103,569 


Details of the long-term debt are as follows: Long-term portion 


Total Current 


Thousands of dollars outstanding __ liability 1982 1981 
6%% 1963 Series, due August 15, 1983 Si 6244 S) 37 S$. SOOT ora. goa: 
6%% 1965 Series due September 1, 1985 7,749 400 7,349 8,075 
7%2% 1967 Series, due January 5, 1987 8,545 445 8,100 8,700 
7%% 1968 Series, due August 1, 1988 12,485 — 12,485 13.258 
9%% 1970 Series, due April 1, 1990 100 _ 100 100 
8% 1971 Series, due November 15, 1991 WET es Ze 15,550 VWOso 
838% 1972 Series, due November 15, 1992 AZ 314 44 12,210 Peon 
8% 1972 U.S. Series, due November 15, 

1992 (U.S. $8,550,000) 8,398 368 8,030 8,398 
814% 1973 Series, due June 1, 1993 17,082 — 17,082 7 i8t4 
11% 1974 Series, due August 15, 1994 22,265 — 22,265 22,976 
11%% 1975 Series, due September 15, 1995 PT ei | _ DEoul 28,638 
10%% 1976 Series, due July 15, 1996 A" BB. 592 _ 38,592 39,631 
10% 1978 Series, due February 15, 1998 50,000 =_ 50,000 50,000 
13%% 1980 Series, due March 31, 2000 60,000 — 60,000 60,000 
9% Convertible subordinated unsecured 

debenture due January 22, 1991 * 15,000 a 15,000 — 
Variable rate 1981 U.S. dollar loan due 

April 27, 1988 (U.S. $50,000,000) ** 60,260 -- 60,260 — 
17%% 1981 Series, due November 30, 1996 30,000 1,607 28,393 _ 


$391,477 $2,973 $388,504 $292,560 


“The debentures are convertible at any time, at the option of the holder, into common shares of 
Precambrian Shield Resources Limited at an adjusted conversion price of $7.98 per share. 
**Weighted average rate at March 31, 1982 was 16%6%. 


The U.S. series loans are recorded at the ex- during the next five years ending March 31, 
change rate in effect at the dates of issue: are as follows: 1983 — $2,973,000; 

based on the exchange rates at March 31, 1984 — $18,000,000; 1985 — $14,437,000; 
1982, $71,850,000 Canadian would be re- 1986 — $19,899,000 and 

quired to discharge these loans. 1987 — $19,699,000. 


Principal requirements on long-term debt 


7. Share Capital 


(a) Details of share capital are set out below: 


Thousands of dollars 1982 1981 
Preference shares 
Authorized: 

Class A — 305,391 shares with a par value of $50 each 

Class B — 6,840,000 shares with a par value of $20 each 
Issued: 

Class A (see (c) below) — 

117,191 Series A, 542% Bi BOO SH One 
90,000 Series B, 6% 4,500 4,500 
98,200 Series C, 5% 4,910 5,410 
Class B (see (d) below) — 

99,000 Series 2, variable 1,980 1,980 
1,820,000 Series 3, 7% 36,400 37,600 
1,900,000 Series 4, 974% 38,000 40,000 

91,650 95,671 
Common shares without par value 
Authorized: 
45,000,000 shares 
Issued: 
26,553,798 shares 171,642 169,794 
41,760 common shares (11,205 in 1981) to be 
issued pursuant to dividends declared but not paid 356 133 
$263,648 $265,618 


(b) On June 18, 1981 the shareholders of the 
Company confirmed a special resolution hav- 
ing three principal effects: 
(i) to increase the number of authorized 
Class B preference shares from 5,898,092 to 
7,000,000; 
(il) to reclassify the existing Class A and 
Class B common shares, both issued and 
unissued, into a single class of common 
shares on a share-for-share basis; and 
(ili) to increase the number of authorized 
common shares (after reclassification) to 
45,000,000. 


(c) The Class A preference shares are cumula- 
tive and are redeemable as follows: 

Series A — at $50.50 per share at any time 

Series B — at $55.00 per share at any time 

Series C — at $50.50 per share at any time 

Under the conditions attaching to the Ser- 

ies A and Series C preference shares, the Com- 
pany is committed to purchase shares on the 
open market for cancellation if their market 
prices fall to par or below as follows: 

Series A — in amounts up to $170,000 
annually 

Series C — in amounts up to $140,000 
annually. 

As required by the Articles of the Company, a 
special allocation of retained earnings is shown 


on the books of the Company to reflect this 
commitment. During the fiscal year ended 
March 31, 1982, 6,426 Series A shares and 
10,000 Series C shares, with an aggregate par 
value of $321,300 and $500,000 respectively 
were purchased and cancelled. 


(d) The Class B preference shares, Series 2, 
are cumulative, redeemable and convertible 
shares. The dividend rate fluctuates to equate 
with the prime bank rate. These shares are re- 
deemable at any time, at the option of the Com- 
pany, at a redemption price of $20 per share 
and must be redeemed before August 3, 1987. 
These shares are also redeemable at the option 
of the holder up to May 3, 1987 at a redemption 
price of $20 per share and are convertible into 
common shares up to May 3, 1987, at a rate of 
2.2 common shares for each preference share. 
The Class B preference shares, Series 3, are 
Cumulative and redeemable shares. Through 
the operation of a mandatory sinking fund 
60,000 of these shares will be redeemed on 
September 1 each year at a redemption price of 
$20 per share. Other than for sinking fund pur- 
poses, these shares are not redeemable prior to 
September 1, 1983. On and after September 1, 
1983 the shares will be redeemable at the op- 
tion of the Company at a redemption price of 


3/7 
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$21 per share if redeemed prior to September 
1, 1984 and thereafter at prices gradually re- 
ducing to $20 per share. 

The Class B preference shares, Series 4, are 
Cumulative, redeemable and retractable 
shares. Through the operation of a mandatory 
sinking fund, 100,000 of these shares will be re- 
deemed on December 1 in each year at a re- 
demption price of $20 per share. Other than 
through the operation of this sinking fund, these 
shares are not redeemable until 1985, at which 
time they are redeemable at $21 per share, at 
the option of the Company for one year and 
thereafter at reducing amounts to $20 per 
share after December 1, 1985. The holders 
have the option to require the Company to re- 
deem all or part of their purchased shares for 
$20 on December 1, 1990 subject to the Com- 
pany meeting the earnings tests provided under 
the sinking fund debenture trust indenture. 


(e) Changes in the number of common shares 
issued during the 1982 fiscal year are as fol- 
lows: 

432 common shares were issued under 
the market growth employee stock option 
plan for no cash consideration 

48,064 common shares were issued as 
stock dividends 

32,468 common shares were issued un- 
der the dividend reinvestment and share pur- 
chase plan for cash consideration of approxi- 
mately $291,000 

90,158 common shares were issued un- 
der the employee savings program for cash 
proceeds of approximately $890,000 


6,000 common shares were issued under 
the key executive share purchase plan for 
$58,380. Under this plan currently 400,000 
shares may be issued at not less than 90% of 
the average market price for the preceding 
month. To date, 86,000 shares have been is- 
sued under this plan to a trustee on behalf of 
certain key executives. Included in accounts 
receivable is a loan of $939,980 related to 
this plan. 

9,405 common shares were issued on the 
conversion from preference shares. 


(f) Under the market growth employee stock 
option plan, senior employees are granted op- 
tions, expiring after a period of six years from 
the date of granting, to acquire common shares 
of the Company for no cash consideration. The 
number of shares which may be received under 
the option increases with the growth in the mar- 
ket value of the common shares to a maximum 
of 50% of the options being exercised. 

At March 31, 1982 options were outstanding 
which if exercised would result in the issue of 
2,000 common shares based on the market 
value of the common shares at the year end, 
and a maximum of 81,000 common shares 
over the next six years. 


(g) The Company has reserved 2,346,000 
shares of its authorized common share capital 
for issue under its various share investment 
programs. 


(h) dividends declared on share capital are as 
follows: 


Thousands of dollars 1982 1981 
Preference shares (rate per annum): 
Class A 
Series A — $2.75 per share $4 B82 Sit O4e 
Series B — $3.00 per share 270 270 
Series C — $2.50 per share 252 271 
Class B 
Series 1 — $1.75 per share _ Hecie ys 
Series 2 — $3.64 per share (current indicated rate) 377 200) 
Series 3 — $1.40 per share 2,590 2,674 
Series 4 — $1.975 per share 3,884 Papa be, 
Total preference dividends A005 7,469 
Total common dividends 21,178 16273 
Total dividends $28,883 $23,742 


The trust indentures providing for the issue of 
the Company’s debentures contain certain re- 
strictions regarding the amount that may be 
paid as dividends. The consolidated retained 


earnings at March 31, 1982, were free from 
limitation under the most stringent of these 
restrictions. 


8. Funds Provided from 
Operations 


9. Capital Expenditure 
Program 


10. Cost of Gas 
Measurement Adjustment 


11. Comparative Amounts 


Thousands of dollars 


Income before extraordinary item for the year. 


Add (deduct) amounts arriving at income which did not 


involve an outlay of funds: 
Depreciation depletion and amortization 
Deferred income taxes 
Interest deferred 
Equity loss from realty operation 
Miscellaneous 


Funds — provided from operations 
— per common share 


The utility capital expenditure program for the 
year ending March 31, 1983 is approximately 
$103,600,000. 

The capital expenditure program for the 
oil and gas exploration and development 


The Company includes in the cost of gas an 
amount representing estimated gas measure- 
ment variations and unidentifiable losses based 
on the volume level recognized by the O.E.B. in 
the determination of customer sales rates. This 
amount was 88 10®m8 in 1982 (1981 — 99 
10®ms). For the year ended March 31, 1982, 
the Company has experienced a volumetric 


Certain of the 1981 amounts have been re- 
classified to conform with the presentation 
adopted in 1982. 


12. Segmented Information 


As at March 31, 1982, the Company continues 
to operate in the business segments of utility 
operations and the exploration and develop- 
ment of oil, gas and mineral reserves. The gas 
utility operations involve the distribution of natu- 
ral gas to its customers and the storage and 
transmission of natural gas for the Company’s 
own use and for the use of other utilities. The 
oil, gas and mineral operations were carried 

out substantially through Precambrian Shield 


1982 1981 
$33,744 $29,393 
21,751 19,922 
18,561 27,795 
(9,884) (7,182) 
3,040 2,359 
2,253 1,631 
$69,465 $73,918 
$2.63 Sue 


segment, which is primarily conducted through 
Precambrian Shield Résources Limited, 
amounts to approximately $30,000,000 for the 
year ending December 31, 1982. 


difference lower than expected by 9 10®m? or 
$1,030,000 which has been recorded as de- 
ferred income and included in accrued charges 
on the consolidated balance sheet. The amount 
amortized reduced the cost of gas in 1982 by 
$1,991,000. The unamortized balance in the 
account as at March 31, 1982 is $3,293,000. 


Resources Limited, a 61.2% owned subsidiary. 
The acquisition of Precambrian and the con- 
solidation of their accounts have been effected 
December 31, 1981 and no income has been 
recorded in the period ended March 31, 1982. 
Total assets employed in the resource segment 
amount to $181 ,952,000. At the present time 
the United States resource operations are 

not of significant size to be classified as a 
reportable geographic segment. 
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Union Gas Limited 


Financial Statistics 


1981 


Fiscal years ended March 31 


1978 


OTT 


1976 


1975 


$ 


$ 


212,662 
148,929 
401,051 

20,100 


782,742 
627,677 


$ 


$ 


$ 


$ 


140,765 
92,346 


262,462 


tot 


506,884 
391,209 


$127,057 


83,166 
224,098 
10,314 


$444,635 


331,644 


$ 83,456 


57,764 
157,844 
6,813 


$305,877 


213,023 


$ 65,369 


43,670 
1tOis22 
4,616 


$224,177 


145,981 


155,065 
Esato 
21,086 


199,426 


81,636 
18,745 


115,675 
24,613 
13,689 


153;977 


Iivgtoe 
11,687 


141,837 


56,453 
12,216 


92,854 
13,281 
10,206 


116,341 


Operating income 


99,045 


31,509 
20,198 
(12,200) 


39,507 


59,538 
28,933 


25,714 


92,978 
25,158 


25,894 


47,274 
22,904 


38,746 
19,043 


30,421 
15,682 


Income from continuing operations 


($000’s) 1982 
Revenues, Expenses and Net Earnings 
Operating revenues: 
Gas sales 
Residential $255,570 
Commercial 187,331 
Industrial 492,058 
Other utilities 26,437 
Total $961 ,396 
Cost of gas 786,729 
Gas sales margin 174,667 
Transportation and storage of gas 28,937 
Other 26,954 
Net operating revenue 230,558 
Operating expenses: 
Operating and maintenance costs 93,970 
Depreciation, amortization and depletion 20,573 
114,543 
116,015 
Interest charges: 
Long-term debt 36,525 
Short-term debt 20,528 
Interest deferred (9,960) 
47,093 
Income from continuing operations 
before taxes and extraordinary items 68,922 
Income taxes 33,129 
35,793 
(Loss) gain from discontinued realty 
operation (2,049) 
Income before extraordinary items 33,744 
Loss on disposal of realty segment 17,000 
Discontinuance of appliance sales 
operation _ 
Write-off of expenditures in Canadian 
Arctic Gas Study Limited _ 
Net income 16,744 
Preference dividend requirements (2705 
Net income attributable to common 
shares $ 9,039 
Per common share: * 
Basic 
Income before extraordinary items $ .98 
Net income § B34 
Fully diluted * * 
Income before extraordinary items _ 
Net income — 
Dividends declared per common 
share*** $ .80 


A AH AHA 


30,605 


(1,212) 
29,393 


423 


28,970 
7,461 


21,509 


.80 


fA AHA AA 


1980 1979 
176,575 $164,084 
117,601 109,341 
345,633 299,738 
15,334 14,510 
655,143 $587,673 
522,819 462,985 
132,324 124,688 
21,791 20,920 
17,744 15,687 
171,859 161,295 
74,365 67,228 
17,065 15,161 
91,430 82,389 
80,429 78,906 
24,032 24,420 
17,823 7,195 
(8,723) (2,032) 
33 1321 291583 
LEAL an eees 
22,998 23,775 
24,299 25,548 
(588) 1,077 
23,711 26,625 
28,7. 261625 
5,960 4,835 
17,751. $ 21)790 
oy Ack Yatra ee 
IS 7 nutiny fe 
96 § 
96 $ 
AES NO Nenra 


“On basis of the weighted average number of shares outstanding during the year. 
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wee Conversion privileges anti-dilutive in 1982. 


A PAA AA 


27,820 


835 
28,655 


14 


fp AA AA 


24,370 


1,233 
25,603 


A AA AA 


19,703 


618 
20,321 


Af AHA AHA 


14,739 


Union Gas Limited Financial Statistics 


Fiscal years ended March 31 


($000’s) 1982 1981 1980 eras | 1978 1977 1976 1973 


ES LISA TED REE WES EP RELIES DORA IDES ES EAL LIES EDIE RI EA ELLE GDL PREIS BI RTE ESTED DELL AT SGD AIDS PADIR EL 1. LQ ERLE MSTA SEMEN RE ISTE SB TTR SEIT SI SLI VALE PIE OE I GSE ES TE) 
Condensed Balance Sheet 


Assets: 

Current assets $ 260,222 $213,479 $194,409 $171,081 $144,776 $124,771 $125,452 $ 81,675 

Property, plant and equipment 
Utility toon. 704,796 653,404 600,932 546,921 491,843 447,256 406,488 
Less accumulated depreciation 148,981 133,050 4 ALGAE Oi tOS:698 96,712 87,056 78,765 7a,00 | 
Net utility 620,060 VOT 18798) DOoi228) 145495234 9° 450:209 47) 404.1/787"' 368.491 re toto MIRON 
Resource 178,416 103,569 69,235 43,571 10,865 2785 1,807 1,839 


806,446 675,327 604,463 538,805 461,074 407,572 370,298 334,976 
Deferred charges 


Synthetic natural gas supply premium 23,826 29,976 28,848 115,695 1,105 oa _ — 
eee ame nue) pers poem yn OBR ii 8,608 91 VAIGBS) (41) 51986 
31,465 37/395 37,685 20,860 13,689 16,653 14,683 11,986 
Investments 
Major Holdings & Developments 
Limited 16,749 16,604 14,393 10,056 9,662 4,093 4,037 
Numac Oil & Gas Ltd. — at cost 50,362 50,362 — — _ — _—. _ 
el Bre Mere Decoy Miron yee ments eatin tins ees 4) 1700 
53,020 69,616 19,228 M352 10,945 10,730 5,416 5,802 
Total $1,151,153 $995,817 $855,785 $748,098 $630,484 $559,716 $515,849 $434,439 
Liabilities: 
Current liabilities Oere0o/ 89.0 $201.227'''$180,563 5 $152,.3419 (S104 474 tS 96,581 '- $119,397 S$) 75/217 
Long-term debt 905.004), 292,000 .°305)247 : 252/060) 257,578) \) (212,220. | 187,506 ~~ 164,908 
Deferred income taxes Viereeor tT loo,096, 11277301 105,200 78,397 70,940 63,890 56,334 
Minority interest in Precambrian 
Shield Resources Limited 49,829 — - — _ — — _ 
Shareholders’ equity 
Preference shares 91,650 95,671 78,308 83,508 44,149 42,445 43,014 43,309 
Common shares 171,998 169,947 84,846 79,457 56,468 56,393 31,346 31,346 
Retained earnings 69,040 81,316 __ 79,520 __ 15,832 89,421 81,137 __ 70,696 63,325 
Beeees 346,934, § 242,674, 1238.49 74) 190,038.) 179,975) 1.145,056) 137,980 
Total $1,151,153 $995,817 $855,785 $748,098 $630,484 $559,716 $515,849 $434,439 
Capital expenditures: 
Utility properties 
Plant additions On 59.209) 1535, 416 oo Ol (Se sGitS2 G4 1,038) $ 881554. $134,720 S 36/012 
Plant replacements 18,609 20,673 22,136 22,800 ASE 15,179 10,049 6,866 
Less gross value of plant retired 5,693 4,699 5,451 6,921 4,137 4,146 4,034 2,314 
Net additions favo 51,392 52,472 54,011 55,078 44,587 40,736 40,564 
Resource properties 74,847 34,334 25,664 32,/06 8,080 978 -- 589 
Capital structure — per cent based on 
above amounts 
Long-term debt 53.8% 45.7% 55.7% 51.4% 57.5% 54.1% 56.4% 54.4% 
Preference shares 12.7% 1S;0%% 14.3% 17.0% 9.9% 10.8% 12.9% 14.3% 
Common equity 33.5% 39.3% 30.0% 31.6% 32.6% 35.1% 30.7% 31.3% 
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
Equity per common share 
Common shares outstanding (000’s): 26,554 26,367 18,590 Aral 17,941 TE93S 152 TS IZ 
Equity per share $ COS GeO SS ioe Gea Pi Oe OVROM Gat UATROL isbs) O,fO 91 16.20 
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Union Gas Limited Financial Statistics 


($000’s) 1982 


1981 


Fiscal years ended March 31 


1980 


1979 


1978 


TO 


1976 


1975 


Consolidated Statement of Changes in Financial Position 


Funds provided: 
From operations (note 8) $ 69,465 °$' 73,918 $62,836 °$.71,7738. GS US1;509 SS. 45 SLUG oie louboroe ted 
Long-term debt 90,260 = 59,500 - 48,930 39,151 29,432 2h S2e 
Common shares issued 
Public issue — Ae is —- _ _ 18,929 - — 
Conversion of preference shares 85 20,515 3,625 2 64 2 — — 
Employee share purchase plans 948 1,029 — — _ _ — _ 
Dividends reinvested 1,018 488 420 498 a _ _— — 
Preference shares issued _ 40,000 — 39,696 1,980 _ _ 24,049 
Reduction (increase) of deferred SNG 
premium account 3,758 CAM2Z8) NiO ieT 5S hy Gr 290) (1,105) — —_ _ 
Working capital assumed on acquisition of 
Precambrian Shield Resources Limited 8,167 = — = oe Sn a ae 
Deferred charges and other items 153 a on Cm VK = = oF 
$173,854 $182,547: $109,228 $101;379 $101;378 $103,819" '$ 66,805 $83,700 
Funds applied: 
Property, plant and equipment 
Utility expenditures 76,225 55,830 Sher 60,340 58,468 48,653 44,310 41,832 
Resource expenditures 9,937 27,858 22,422 34,459 B25 Wael 610 998 
Retirement of long-term debt 9,316 12,687 6,813 oo 18 4,642 15,286 7,402 16,691 
Dividends declared 
Preference shares Anos 7,469 5,967 4,601 Sizes 3,158 3,180 998 
Common shares 21,178 16,273 13,600 13,285 13,050 10,758 9,672 9,672 
Preference shares 
Purchased for cancellation 3,936 DmMiae 1,575 638 PN 569 295 105 
Converted to common shares 85 20,515 3,625 2 64 P a a 
Canadian Arctic Gas Study Limited 
expenditures — — — _ 1,288 1,879 1,887 889 
Increase in investments 
Major Holdings & Developments 
Limited 3,291 2,500 2,508 4,002 10 305 120 2,800 
Numac Oil & Gas Ltd. — 37,862 _ _ oo — — — 
Deferred charges and other items — 1,025 338 99 ne (137) (268) 54 
131,673 ti 184144 1422 wae, O44 89,263 81,684 67,208 74,039 
Increase (decrease) in working capital $ 42,181,. $1,594) “S (4)894) *$.(21,565)) SoA 2450S 221355 S50 (408) oem ovoat 
Changes in working capital components: 
Accounts receivable $ AT.190)) DS SUS71) (Si 22;:6518S St 045 69119662.) S1 21,6250) bis Ore siphon oe S 
Gas in underground storage 238 (12,509) (1,256) 22,/97 8.9260) (22.7702) 36,021 10,026 
Short-term borrowings 38,867 8,892 (22,761). C42 980) Gidet59) 39,202 (41,721) 2,585 
Accounts payable and other (44,114) (29,548) (3,528) (4,486) 4,686 (15,920) (3;676) 3 GG/273) 
Increase (decrease) in working capital $42,181) $) (1,594) $ (4,894) °$:(21,565)'$: 125115, $522,135 ($0) (403) Se ica 
Funds provided from operations per 
common share Si (A638 ASS 72S BAAR Si eA OO WMS a we. Gire ih cee. OOis nb Mine a 7 ae mene al 
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Union Gas Limited Other Financial Statistics 


Fiscal years ended March 31 


($000's) 1982 1981 1980 19/9 1978 hone 1976 1975 


Rate of return on common equity: 
Earnings applicable to common shares 


(before extraordinary item) DC OOSO One IB2 yy Di anol wD ie POO DS 2O,ar2 i 22,440. )b Mt 14dt 1) 1 4.065 
Average common equity during year 246,151 PL SOSS iy LOO 67 San Vo Aso AT TO) SETS E65 98,357 92,475 
Rate (before extraordinary item) 10.6% 12.6% 11.1% 14.5% 17.9% 18.7% 17.4% 15.2% 
Interest coverage: 

Number of times interest charges (net) 

covered by operating income PRS 2.0 2.4 PAM Sat 2.8 30 2.8 
Market value of common shares: 

High 13% 14 12% V2 10% 10 8% 9% 

Low 8 10% 10 9% 9 1% 6% 6% 

Close 8% 12% 10% 10% 10% 9% T% 8 


Dividend pay-out ratio for common shares: 
Ratio of dividends declared to earnings 
to common (before extraordinary item) Bis VA 76.6 61.0 Silva 47.9 56.4 68.8 
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Union Gas Limited 


Operating Statistics 


Fiscal years ended March 31 


1982 1981 1980 1979 1978 1977 1976 1975 

Gas marketing 
Customers (end of year): 
Residential 424,473) 412,829 » 403/647). 3891/2883. SB 1,685) STIS SOU AS nes 2a 
Commercial 46,746 45,875 44,734 43,676 42,380 41,481 39,252 38,279 
Industrial 5,003 4,992 4,807 4,573 4,397 4,360 4,266 4,178 
Other utilities 6 6 7 8 8 9g 10 11 
Total 476,228. 463,702 453,195. 439,545 | °428)470.. 417,581 404,471.. °389;700 
Sales (10&m°): 
Residential 1 468 Ta22 1 410 1 408 1 401 1 479 1 305 1 297 
Commercial 1324 (v2s2 1189 WtO3 ihOu 1 200 1103 1074 
Industrial 4 039 4 088 4 261 3 950 4 093 4 089 4018 4 061 
Other utilities 208 195 179 ATT 162 173 163 ASZ 
Total (10&m3) 7 043 6 957 7 039 6 728 6 821 6 941 6 589 6 589 
Total (MMCF) 250,020, 246/908 © 249:786.\'238,785. 242 062- T2402537 i238 Kio wecos on 
Average gas use per customer (m3): 
Residential CPon i) 3 500 3 568 3 662 3 740 4 063 3 698 3 814 
Commercial 28 880 27 955 2/7 267 27 932 28 062 29 793 28 624 28 751 
Degree day deficiency (celsius) * 4142 4078 4024 4 091 4166 4 338 Sot 3 849 
Gas supply (10&m?) 
Source: 
Pipeline suppliers 7.435 6 661 6 696 6 863 HOST. 6 420 7 200 6 862 
Ontario producers 107 ALS 118 Vr elke. 90 91 107 
Petrosar 239 219 208 189 20 — _ — 
Produced from Company wells rai 24 18 25 19 18 68 50 
Total 7 508 7017 7 047 7214 7 189 6 528 7 359 7019 
Storage and transmission operation (10°m°) 
Gas delivered for other utilities under 

storage and transportation contracts 5 424 5 059 4 837 Hi2oe 4 569 5 060 4714 4 786 
Gas into storage 2 158 2 030 1 966 PASS, AAV3 1 693 2 106 1 567 
Gas out of storage 2 324 2 309 2 264 2 196 2 038 2 406 1 446 1 485 
Maximum day send out: 
From storage 30 26 2 25 en oo 18 18 
From total system v9 74 74 fe 67 70 63 Da 
System facilities 
Kilometres of pipelines: 
Gathering and storage 466 494 513 5/5 589 660 679 677 
Transmission 2 888 2 884 2 876 2 855 2 872 2 896 2919 2 864 
Distribution 13 684 13 306 13 037 12 648 (pereh ke: 12 008 11 625 PSG 
Total pipelines 17 038 16 684 16 426 16 078 15 774 15 564 15223 14 857 
Compressor station (kilowatts) 89 927 89 927 89 927 89 927 89 927 VO 232 69 367 55 044 
Working storage capacity (106m?) 2731 2h 2 731 2 731 2Vei 2 620 BATS 23r2 


“Normal degree day deficiency is 3 907 


ms (cubic metres) 
10&m3 (million cubic metres) 
MMCEF (million cubic feet) 


Union Gas Limited 


Directors and Officers 
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John B. Cronyn, London* 

Company. Director 
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Vice-President and General Counsel 


John Webel 
Vice-President Personnel and Systems 


45 


Corporate Information 


Head Office 


50 Keil Drive North, Chatham, Ontario 


N7M 5M1 


Canada Permanent Trust Company 


Transfer Agent 


Registrars 


Preference Shares 
Common Shares 


Canada Permanent Trust Company 


Dividend Disbursing Agent 


Preference Shares 
Common Shares 


Crown Trust Company 
Common Shares 


Canada Permanent Trust Company 


Stock Exchange Listings 


Common shares: 


The Toronto Stock Exchange 
Montreal Stock Exchange 
Alberta Stock Exchange 
Preference shares: 

Class A — 5%2% and 6% 

The Toronto Stock Exchange 


Stock symbol — UNG 


Common Share Information 


46 


Common share prices 
1982 


Fiscal quarter High Low 


April1-June30 $13% $11 $ 
July - Sept 3000 11 ei Be 
Oct. 1 - Dec. 31 9% 8 

Jan. 1 - Mar. 31 9% 8% 


1981 


High Low 


12% $10% 
125%) 14 
14 11% 
13 1a 


Geographical distribution of the registered 
holders of the Common Shares at March 31, 


1982 is as follows: 


Number of 

shareholders 

Alberta 367 
British Columbia 1,160 
Manitoba 308 
New Brunswick 146 
Newfoundland 16 
Nova Scotia 320 
Ontario 10,710 
Prince Edward Island 24 
Quebec 1,443 
Saskatchewan ress | 
Yukon 2 
Total Canadian 14,629 
United States Sly 
Other Countries 2 
Total 15,018 


Number of 
shares 


13,855 
1,929 116 
35,754 

400 
25,948,879 


333,824 
271,095 


26,553,798 


Glossary of Industry Terms 


Bituminous Coal 


Ranking of soft coal generally having a heating 
value of 11,000-14,000 BTU /Ib., high in volatile 
matter and ash. 


British Thermal Unit 


Compressor 


Degree Day 


Deliverability 


Gate Station 


The amount of heat required to raise the tem- 
perature of one pound of water one Fahrenheit 
degree. 


A mechanical device for raising the pressure of 
a gas with a decrease in volume; used to move 
natural gas through a pipeline. 


The number of degrees by which daily mean 
temperature falls below 18 degrees Celsius. 
One degree day is counted for each degree of 
deficiency for each day on which such a defi- 
ciency occurs. 


The volume of gas a well, field, pipeline or dis- 
tribution system can supply in a given period of 
time. Also, the practical output from a storage 
reservoir. 


A location at which gas changes ownership, 
from one party to another, neither of which is 
the ultimate consumer. 


Looping 


A paralleling of an existing pipe line by another 
line over the whole length or any part of it, to in- 
crease capacity. 


Peak Day 


Peak Shaving 


The 24-hour period of greatest total gas send- 
out. 


Supplying gas to a system from an auxiliary 
source, during periods of maximum demand, to 
reduce the load or demand on the primary 
source of supply. 


Send-Out 


Gas delivered to a delivery or distribution sys- 
tem from a plant or a metering station during a 
specific period of time. 


Synthetic Natural Gas 


A descriptive term used interchangeably with 
SNG and Substitute Natural Gas. It is a gas 
manufactured from naphtha feedstock, coal, 
etc. and is substituted for, or mixed with, natural 
gas by a pipeline or gas distribution utility. 


Test Year 


Underground Storage 


The twelve-month period selected as the base 
for presenting data in a case or hearing before 
a regulatory agency. 

The storage of gas in natural underground re- 
servoirs at a different location from which it was 
originally produced. 


Working Gas 


Gas in an underground storage field that is 
available for market. 
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